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FINANCIAL OVERVIEW 


2009 2008 

Summary of Operations (in millions) 
Revenues nla $ 178.3 
(6.6) 


(10.2) $ (529.6) 
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Operating Income (loss) 


ft 


Net Income (loss) 

Attributable to Common Stockholders 
Operating Income, as Adjusted* $ 7.0 $ 0.7 
Operating Margin (6)% (326)% 
Operating Margin, as Adjusted* 8% 1% 


Per Share Data 
Weighted Average Shares Outstanding - (in thousands) ol Dae 
Net Income (loss) Per Share - Basic and Diluted $ (1.76) $ (OV75) 


Assets Under Management (in millions)** 
Average AUM S 23,2350 $ 32,140.8 
Ending AUM $ 25,439.7 $ 22,636.4 


Mutual Funds - Long Term 
oO Equity 

|| Fixed Income 

BB Cash Management 


HE Mutual Funds - Money Market 
|_| Separately Managed Accounts 


HB inistitutional Products 


Assets Under Management (in millions) 

By product (12/31/2009): By investment category (12/31/2009): 
Mutual Funds - Long-term $13,159)] Equity Slaor, 
Mutual Funds - Money Market 3,930.6 Fixed Income Dou 
Separately Managed Accounts Bs piel ae) Cash Management 593 0:6 
Institutional Products ow Total $25 439.7 
Total $25,439.7 


* Certain supplemental performance measures are provided in addition to, but not as a substitute for, performance measures determined in accordance with GAAP. 
These supplemental measures may not be comparable to other non-GAAP performance measures of other companies. “Operating Income, as Adjusted” and “Operating 
Margin, as Adjusted” are supplemental non-GAAP measures that net the distribution and administration expenses against the related revenue and remove certain non- 
cash and other identified amounts. For our definition of these terms, as well as a reconciliation to GAAP measures, see “Reconciliation of Revenues, Operating Expenses 
and Operating Income on a GAAP Basis to Revenues, Operating Expenses and Operating Income, As Adjusted” in the Supplemental Financial Information, included 
as an attachment to this annual report after the Form 10-K. 


**The assets of a former subsidiary are not included in Virtus’ results after December 31, 2008, and certain amounts from prior periods are excluded from these results for 
comparison purposes. Including the former subsidiary, ending AUM were $36.6 billion and average AUM were $46.0 billion as of December 31, 2008. 


This report may contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 which, by their nature, are subject to 
significant risks and uncertainties. Virtus Investment Partners, Inc. intends for these forward-looking statements to be covered by the safe harbor provisions of the federal 
securities laws relating to forward-looking statements. For a further discussion, see “Forward Looking Statements” on page 21 of the attached Form 10-K. 


LETTER TO OUR SHAREHOLDERS 


Fellow Shareholders 


The remarkable events of 2009 tested many companies, particularly 
those in the financial services sector. For Virtus Investment Partners, 
2009 was memorable in two ways. First, it was the year we set out as 
an independent public company, which is a difficult task even in the 
best of times. Second, it was an incredibly challenging period that 
ultimately allowed us to demonstrate the inherent strength of our 
business model and the effectiveness of our operating strategy. 


It may be tempting to forget the financial cataclysm of the recent 

past from the vantage point of a new year, but it wasn’t long ago that 
governments, corporations and individuals had ample reason to be 
unsure about the course of the economy and apprehensive about the 
future. Bank bailouts, toxic assets, companies “too big to fail,” rising 
unemployment, and unprecedented government stimulus measures 
left investors reeling from the impact of financial markets. It wasn’t 
until the third quarter that positive economic data hinted at the end of 
the recession and investors showed interest in returning to the equity 
and bond markets. 


Our ability to adjust operating strategies in response to these events, 
combined with the actions we took in preparation for the spin-off, 
allowed us to navigate this very unusual and difficult period. We 
endured through 2009 because we moved decisively to further 
manage our expense structure, appropriately invest in future 
opportunities, and reposition the company for growth as the economy 
and markets recovered. 


Operating Results 


As we approached the spin-off, we clearly articulated several primary 
goals for the company: 


e Leverage our multi-manager, multi-style model to extend our high 
quality investment management capabilities and develop new 
products; 


¢ Build upon our broad distribution access to generate higher levels 
of sales; and 


¢ Operate with a more reasonable cost structure as an independent 
asset management company, and increase the flexibility of our 
capital structure. 


Market conditions created many obstacles during the year, but our 
results demonstrated we could execute on these goals. 


We delivered significant sequential improvement in virtually all 

of our primary financial metrics throughout the year. Operating 
income, as adjusted, our principal non-GAAP performance measure, 
improved each quarter during the year, and was $7.0 million for 
2009, compared with $0.7 million in 2008. Operating income, the 


* We are committed to 


Virtus Investment Partners 


is a distinctive partnership 


of boutique investment 


managers singularly 
committed to the long-term 
success of individual and 


institutional investors. 


We are unconstrained by a 
single investment approach. 
Rather, we provide access 
to independent, specialized 
investment philosophies 
through our multi- 
discipline, multi-strategy 
approach. 


We have the flexibility, 
agility and responsiveness 
of a boutique asset 
management firm with 
the product breadth, 
distribution reach, and 
investment talent similar 
to some larger firms. 


thoughtfully providing 
investment solutions, 
adhering to the highest 
standards of product 
quality, operational 
excellence and fiduciary 
responsibility. 


LETTER TO OUR SHAREHOLDERS 


Market conditions created 
many obstacles during the 
year. Our ability to adjust 
operating strategies in 
response to these events 
allowed us to navigate 


this difficult period. 


Our common stock trades on the NASDAQ 
Global Market under the symbol VRTS. 
This chart compares the total cumulative 
return on our common stock from the 
opening trade of January 2, 2009, our 

first day of public trading, with the SGP 
500 and an index of publicly traded asset 
management companies. The peer group 
index comprises the following companies: 
Affiliated Managers Group, Inc.; 


AllianceBernstein Holding L.P.; BlackRock, 


Inc.; Calamos Asset Management, Inc.; 
Cohen @ Steers, Inc.; Diamond Hill 
Investment Group; Eaton Vance Corp.; 
Epoch Holding Corp.; Federated Investors, 
Inc.; Franklin Resources, Inc.; GAMCO 
Investors, Inc.; Hennessy Advisors, Inc.; 
Invesco Ltd.; Janus Capital Group, Inc.; 
Legg Mason, Inc.; Pzena Investment 
Management; T. Rowe Price Group, 

Inc.; U.S. Global Investors, Inc.; Waddell 
© Reed Financial, Inc.; and Westwood 
Holdings Group, Inc. 


comparable GAAP measure, was $(6.6) million in 2009 and $(581.8) 
million in 2008. (The 2008 results were principally the result of non- 
cash impairment charges that eliminated a significant portion of our 
intangible assets and established reserves for tax attributes that may be 
available to the company in the future.) 


The sequential growth in operating income, as adjusted, was reflected 
in operating margin, as adjusted, which improved each quarter from 

(7) percent in the first quarter to 18 percent in the fourth quarter and 8 
percent for the full year. This significant progress is a first step toward 
attaining an operating margin that we, and our investors, expect of 

the company. It also underscores the commitment the management 
team has made to generating earnings growth and further margin 
improvement by maintaining investment performance, increasing assets 
through greater inflows and moderating outflows, and maintaining a 
focused expense discipline. 


Sales and Assets Under Management 


Our product offerings are highly diversified by manager, style and 
discipline, and the advantages of this business model were demonstrated 
during 2009. Institutional and individual investors, who were focused 
on cash and risk-adverse investments early in 2009, gradually moved 
into fixed income and then modestly into equity products as the markets 
recovered. ‘Throughout this period, we offered attractive investment 
options in many categories. This product diversity served the company 
well, since we did not rely on any one strategy or asset class for sales. 

In fact, mutual fund sales were split evenly between fixed income and 
equity/alternative funds, and both investment categories had positive net 
flows for the full year. 


VIRTUS - S&P 500° - PEER COMPANIES 
Change From 1/2/09 Open to 12/31/09 Close 
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Complementing our product diversity is a multi-channel distribution 
strategy for institutional and retail customers. Individuals who want 

the expertise of our boutique asset managers for mutual funds and 
separately managed accounts can invest through national, regional and 
independent broker-dealer firms and registered investment advisors. 

We have strong access in the retail markets for a firm our size, and our 
experienced sales force has a long history of working collaboratively with 
these advisors. 


The combination of attractive products from diverse investment 
managers and an effective distribution strategy allowed us to capitalize 
on the opportunities in the marketplace. In spite of the challenging year, 
total investment product sales grew modestly, and we achieved positive 
net flows in the last three quarters and for the full year. ‘The major 
contributor was inflows from long-term mutual funds, which increased 
10 percent to $2.8 billion for the year. Further, net flows for long-term 
mutual funds were positive for three quarters and $525.5 million for the 
year, representing a solid 5 percent organic growth rate. 


Supported by both net flows and the significant impact of market 
appreciation as financial markets improved in the last three quarters 
of the year, assets under management grew steadily through the year 
and ended 2009 at $25.4 billion, an increase of 12 percent from $22.6 
billion at the end of 2008 (excluding the assets managed by a former 
subsidiary). Mutual fund assets, excluding money market funds, 

grew 22 percent and ended 2009 at $13.2 billion, compared with 
$10.7 billion at December 31, 2008. 


Product Management 


Active product management is crucial to maintaining product diversity 
and building long-term, sustainable growth. 


Even as we navigated a difficult investment environment, we continued 
to enhance and expand product offerings from our affiliated managers 
and select subadvisers. We leveraged existing capabilities to introduce 
four funds: the Mid-Cap Core Fund managed by Kayne Anderson 
Rudnick Investment Management and the Global Real Estate Securities 
Fund managed by Duff & Phelps Investment Management, both 
affliated managers; and the Greater Asia ex-Japan Opportunities Fund 
and the Greater European Opportunities Fund, both managed by 
Vontobel Asset Management, an unaffiliated subadviser. Additionally, 
F-Squared Investments was added as a new unathliated subadviser 
offering a timely quantitative investment option in the AlphaSector 
Rotation Fund, the AlphaSector™ Allocation Fund, and in 
separate accounts. 


TM 


Expense Control and Capital Management 


Finally, our continued commitment to expense management was an 
important contributor to the sequential progress in our financial results 
during the year. As revenues fell early in 2009 because of the dramatic 
decline in the financial markets, we adjusted staffing levels, took 
additional cost-savings actions, and delayed planned growth initiatives. 


Mark C. Treanor 
Chairman, Board of Directors 


The fundamental goal of 
Virtus Investment Partners 
is to be a distinctive and 
trusted provider of asset 
management products 
and services that 
consistently delivers 
value for our customers 


and shareholders. 


LETTER TO OUR SHAREHOLDERS 


George R. Aylward 
President and Chief Executive Officer 


‘These measures, in conjunction with the lower-cost operating model 
that was implemented prior to the spin-off, allowed us to retain a 

highly variable cost structure that ties many expenses to sales activity or 
prohtability. This ongoing expense discipline also provides an important 
filter for decisions the company will make about current and future 
business opportunities. 


We also improved our capital position throughout the year, primarily as 
a result of the cash generation of the business and a new senior secured 
revolving credit facility. The new credit facility, closed at a time when 
credit markets were still tight for many corporate customers, had a lower 
rate and more favorable terms, and allowed us to extinguish previously 
outstanding debt. 


Looking Forward 


The achievements in 2009, particularly in light of the difficult economic 
climate, give us even greater expectations for Virtus in 2010 and beyond. 


The fundamental goal of Virtus Investment Partners is to be a distinctive 
and trusted provider of asset management products and services that is 
growing, profitable, and consistently delivering value for our customers 
and shareholders. ‘Io accomplish this goal, we are committed to these 
strategic priorities: 


e Maintaining, extending and improving our offerings of high-quality 
investment management capabilities for individual and institutional 
clients; 


¢ Generating a higher level of sales by building upon existing 
relationships and expanding our distribution access with financial 
advisors and investment consultants; 


e Enhancing organizational capabilities to facilitate our business 
objectives and sustain a growing company; 


e Raising awareness and knowledge of the Virtus brand among all our 
constituencies, including investors, advisors, business partners, and 
shareholders; and 


e Executing all business activities through the filter of achieving 
increased profitability. 

We can look toward 2010 optimistically, knowing we were tested in 

2009, and we persevered. With this strong foundation in place, all of us 


at Virtus Investment Partners are dedicated to creating a company with 
an unwavering commitment to our customers and our shareholders. 


Sincerely, 


nig bam 


George R. Aylward Mark C. Treanor 
President and Chief Executive Officer Chairman 


SUPPLEMENTAL FINANCIAL INFORMATION 


Schedule of Non-GAAP information (Dollars in millions) 


The company reports its financial results on a Generally Accepted Accounting Principles (GAAP) 


basis; however management believes that evaluating the company’s ongoing operating results may be 


enhanced if investors have additional non-GAAP financial measures. Management reviews non-GAAP 


financial measures to assess ongoing operations and considers them to be additional metrics for both 


management and investors to evaluate the company’s financial performance over time, as noted in 


the footnotes below. Management does not advocate that investors consider such non-GAAP financial 


measures in isolation from, or as a substitute for, financial results prepared in accordance with GAAP. 


Reconciliation of Revenues, Operating Expenses and 
Operating Income on a GAAP Basis to Revenues, 
Operating Expenses and Operating Income, as Adjusted’ 


Annual Reconciliation 


Twelve Months Ended 


Dec 31, 2009 Dec 31, 2008 

Revenues, GAAP basis $117.2 $178.3 
Less: 

Former subsidiary revenues' - 22.6 

Distribution and administration expenses 30.0 413 
Revenues, as adjusted? 87.2 114.4 
Operating Expenses, GAAP Basis 123.8 760.1 
Less: 

Former subsidiary expenses - 16.1 

Distribution and administration expenses 30.0 +13 

Depreciation and amortization’ 9.0 23.8 

Impairment charges - 999.3 

Stock-based compensation* 53 1.1 

Restructuring and severance charges Ll ae) 
Operating Expenses, as adjusted? 80.2 NS37 
Operating Income, as adjusted® $7.0 $0.7 
Operating margin, GAAP basis (6)% (326)% 
Operating margin, as adjusted® 8% 1% 


(continued) 
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SUPPLEMENTAL FINANCIAL INFORMATION (continued) 


Quarterly Reconciliation Three Months Ended 
Dec 31, 2009 Sep 30, 2009 June 30,2009 Mar 31, 2009 
Revenues, GAAP basis $33.3 $30.4 $27.2 $26.3 


Less: 
Distribution and administration expenses 8.1 12 13 6.9 


Revenues, as adjusted? 25.2 22,9 19.7 19.4 


Operating Expenses, GAAP Basis 32.0 31.0 30.1 30.7 


Less: 
Distribution and administration expenses 8.1 75 ie 6.9 
Depreciation and amortization Zl Lat 22 2.3 
Stock-based compensation 1.0 0.9 13 0.3 
Restructuring and severance charges - 0.5 0.2 0.4 


Operating Expenses, as adjusted? 20.8 197 18.9 20.8 


Operating Income (Loss), as adjusted® $4.4 $3.2 $0.8 $(1.4) 


Operating margin, GAAP basis 4% (2)% (10)% (17)% 
Operating margin, as adjusted® 18% 14% 4% (7)% 


The assets and business of Goodwin Capital Advisers, a former subsidiary, are not included in Virtus’ results after December 31, 2008. 

Revenues, as adjusted, is a non-GAAP financial measure calculated by netting distribution and administration expenses against GAAP revenues. Management believes 
Revenues, as adjusted, provides useful information to investors because distribution and administrative expenses are costs that are generally passed directly through to 
external parties. The former subsidiary’s results are excluded from 2008 periods to aid in comparability between 2008 and 2009 results since the former subsidiary is no 
longer part of Virtus’ operations, effective December 31, 2008. 

Excludes expenses related to the former subsidiary of $2.5 for the year ended December 31, 2008. 

Excludes expenses related to the former subsidiary of $1.1 for the year ended December 31, 2008. 

Operating expenses, as adjusted, is a non-GAAP financial measure that management believes provides investors with useful information because of the nature of the 
specific excluded operating expenses. Specifically, management adds back amortization and impairments attributable to acquisition related intangible assets as this is 
useful to an investor to measure our operating results with the results of other asset management firms that have not engaged in significant acquisitions. In addition, we 
add back restructuring and severance charges as we believe that operating expenses exclusive of these costs will aid comparability of the information to prior reporting 
periods. We believe that because of the variety of equity awards used by companies and the varying methodologies for determining stock-based compensation expense, 
excluding stock-based compensation enhances the ability of management and investors to compare financial results over periods. Distribution and administrative 
expenses are excluded for the reason set forth above. The former subsidiary’s results are excluded from 2008 periods to aid in comparability between 2008 and 2009 
results since the former subsidiary is no longer part of Virtus’ operations, effective December 31, 2008. 

Operating income (loss), as adjusted, and operating margin, as adjusted, are calculated using the basis of revenues used for operating margin, as adjusted, and expenses 
used for operating margin, as adjusted, as described above. These measures should not be considered as substitutes for any measures derived in accordance with GAAP 
and may not be comparable to similarly titled measures of other companies. 
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SECURITY LISTING 


Affiliated Companies 


DUFF & PHELPS INVESTMENT 
MANAGEMENT CO. 


200 S. Wacker Drive 
Suite 500 

Chicago, Illinois 60606 
312-263-2610 


KAYNE ANDERSON RUDNICK 
INVESTMENT MANAGEMENT, LLC 


1800 Avenue of the Stars 
Second Floor 

Los Angeles, California 90067 
800-231-7414 


CM ADVISORS LLC 
)9 Montgomery Street 
uite 500 


an Francisco, California 94133 
)0-828-1212 


CONN O NV 


ZWEIG ADVISERS LLC 
900 Third Avenue 

New York, New York 10022 
800-272-2700 


The common stock of Virtus Investment Partners, Inc. is traded on the NASDAQ Global 


Market under the symbol “VRTS.” 


TRANSFER AGENT AND REGISTRAR 


For information or assistance regarding your account, please contact our transfer agent 


and registrar: 


Virtus Investment Partners 
c/o BNY Mellon 
Shareowner Services 

480 Washington Boulevard 
Jersey City, NJ 07310 


Toll-free: 866-205-7273 

TDD for hearing impaired: 800-231-5469 
Foreign Shareowners: 201-680-6578 

TDD for Foreign Shareowners: 201-680-6610 
Web Site: www.bnymellon.com/shareowner/isd 
E-mail: shrrelations@bnymellon.com 


Annual Meeting of Shareholders 


All shareholders are invited to attend the annual meeting of Virtus Investment Partners on 


Thursday, May 20, 2010 at 10:30 a.m. 


The meeting will be held at the Hilton Hartford Hotel, 315 Trumbull Street, Hartford, CT 


‘To receive additional information about Virtus Investment Partners, 
visit Investor Relations in the “About Us” section of our Web site at 
www.virtus.com, or contact us at: 


Virtus Investment Partners, Inc. 
Investor Relations 
100 Pearl Street 
Hartford, CT 06103 
Telephone: 800-248-7971 (Option 2) 
Fax: 860-241-1113 


e-mail: investor.relations@virtus.com 


For more information on the Virtus Mutual Funds or other products, 
call your financial representative or visit our Web site at www.virtus.com 
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Item 1. Business. 


Organization 
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Virtus Investment Partners, Inc. (the “Company,” “we,” “us,” “our” or “Virtus”) operates primarily through 
its subsidiaries known as Virtus Investment Partners which commenced operations on November 1, 1995 through 
a reverse merger with Duff & Phelps Corporation. From 1995 to 2001, we were a majority-owned indirect 
subsidiary of The Phoenix Companies, Inc. (“PNX”’). On January 11, 2001, a subsidiary of PNX acquired the 
outstanding shares of the Company not already owned and the Company became an indirect wholly-owned 
subsidiary of PNX. On October 31, 2008, after the sale of convertible preferred stock to Harris Bankcorp, Inc. 
(“Harris Bankcorp’’), a subsidiary of the Bank of Montreal, we became an indirect, majority-owned subsidiary of 
PNX. On December 31, 2008, PNX distributed 100% of Virtus common stock to PNX stockholders in a spin-off 
transaction, excluding the net assets and business of the Company’s subsidiary, Goodwin Capital Advisers, Inc. 
(“Goodwin”), which had historically been a wholly owned subsidiary of the Company. Following the spin-off, 
PNX has no ownership interest in the Company and Harris Bankcorp owns 100% of the Company’s outstanding 
shares of Series B Convertible Preferred Stock. As a new standalone public company after the spin-off, we have 
completed the rebranding of our company as “Virtus,” relocated our corporate offices to a new facility, hired 
employees and service providers necessary to replace those services that had historically been provided by PNX 
and obtained standalone insurance, legal, audit and other services. 


Our Business 


We are a provider of investment management products and services to individuals and institutions. We 
operate a multi-manager investment management business, comprised of affiliated managers, each having its 
own distinct investment style, autonomous investment process and brand. We believe our customers value this 
approach, especially institutional customers who appreciate individual managers with distinctive cultures and 
styles. 


Investors have an array of needs driven by factors such as market conditions, risk tolerance and investment 
goals. A key element of our business is offering a variety of investment styles and multiple disciplines to meet 
those needs. To that end, for our mutual funds, we supplement the investment capabilities of our affiliated 
managers with those of select unaffiliated sub-advisors. We do that by partnering with unaffiliated sub-advisors 
whose strategies we believe appeal to investors and are not typically available to retail mutual fund customers. 


We provide our products in a number of forms and through multiple distribution channels. Our retail 
products include open-end mutual funds, closed-end funds and separately managed accounts. Our fund family of 
open-end funds is distributed primarily through intermediaries. Our closed-end funds trade on the New York 
Stock Exchange. Retail separately managed accounts are comprised of intermediary programs, sponsored and 
distributed by unaffiliated brokerage firms, and private client accounts, which are offerings to the high net-worth 
clients of our affiliated managers. We also manage institutional accounts for corporations, multi-employer 
retirement funds and foundations, endowments and special purpose funds. Our earnings are primarily driven by 
asset-based investment management fees charged on these various products. These fees are based on a 
percentage of assets under management and are calculated using daily or weekly average assets or assets at the 
end of the preceding quarter. 


Our Investment Managers 


Our investment management services are provided by our affiliated managers as well as by unaffiliated 
sub-advisors. The affiliated managers, who are registered investment advisors under the Investment Advisers Act 
of 1940, as amended (the “Investment Advisers Act’), manage our mutual funds and closed-end funds, and 
provide investment management services for institutional and separately managed accounts. We provide our 
managers with distribution and administrative support, thereby allowing each affiliated manager to focus on 
investment management. Our affiliated managers participate in the earnings they generate through compensation 


arrangements that include incentive bonus pools based primarily on their profits. For certain of our open-end 
mutual funds, we complement our affiliated managers skills with those of unaffiliated boutique sub-advisors who 
offer strategies that we believe also appeal to investors. At December 31, 2009, $10.0 billion of our assets under 
management were managed by unaffiliated sub-advisors. We monitor the quality of the managers’ products by 
assessing their performance, style, consistency and the discipline with which they apply their investment process. 


Our affiliated firms and their respective assets under management, styles and products are as follows: 


Affiliated Managers 
Kayne 
Anderson 
Duff & Phelps Rudnick 
Investment Investment Zweig 
Management SCM Advisors Management Advisors Other 
Assets Under 
Management at 
December 31, 2009 
(3 in billions) 
$6.5 $3.1 $3.9 $1.6 $0.3 
Location Chicago, IL San Francisco, CA Los Angeles, CA | New York, NY Various 
Investment Quality oriented, Value-driven Quality at a Growth at a Fundamental 
Approach focusing onincome fixed income; reasonable price _ reasonable price; 
fundamental high quality 
growth equity fixed income 
Investment Types 
Equities ¢ REITs ¢ Large and e Large, Mid and « Tactical Asset ¢ Small Cap 
* Utilities Small Cap Small Cap Allocation Core, Growth 
¢ Global Growth Value and ¢ Large Cap Core and Value 
Infrastructure Core Growth ¢ Mid Cap Core 
Fixed Income ¢ Core ¢ Core ¢ CA Municipal ¢ Core ¢ Core 
¢ Municipal Bonds ¢ Core Plus Bonds ¢ Municipal 
¢ High Yield Bonds 
Products 
Open-End Funds v v Jv v v 
Closed-End Funds v v 
Separately Managed 
Accounts v v v 
Institutional v v v v 


Our Investment Products 


Our assets under management are comprised of mutual fund assets (open- and closed-end), separately 
managed accounts (intermediary sponsored and private client) and institutional accounts (traditional institutional 


mandates and structured products). 


Assets Under Management By Product as of December 31, 2009 


($ in billions) 
Retail Products 

Mutual fund assets: Separately managed accounts: 
Open-end Intermediary 

PUNGS: 20% sched as i eal 2 Se Rae oe $12.8 sponsored .............. 
Closed-end Private client 

TUNGS: 0. eGo hbad a phive ones ds 4.3. accounts ............... 
Total mutual Total managed 

fund assets ................0.4. $17.1 account assets ........... 


Total Assets Under Management .. . 


Open-End Mutual Funds 


Institutional Products 


Institutional assets: 


Institutional 
$1.6 accounts ...... $ 3.9 
Structured 
1.9 products ...... 0.9 
Total institutional 
$3.5 assets......... $ 4.8 


As of December 31, 2009, we managed 46 open-end funds, across a variety of equity and fixed income 
styles, including money market, asset allocation and alternative investments, with total assets of $12.8 billion. 


Our equity fund offerings encompass a number of market caps and investment styles, including large-, 
mid- and small-cap funds offered in value, core and growth styles, and including international, global, emerging 
market and sector-specific funds. Our fixed income fund offerings cover a broad range of fixed income asset 
classes, including core, multi-sector, tax-exempt and high yield. We also offer individual money market funds 


focused on corporate, tax-exempt and government securities. 


Our family of open-end mutual funds as of December 31, 2009 is comprised of the following: 


Fund Type/Name 


Alternative 

Virtus Alternatives Diversifier Fund (3) ...... 
Virtus Global Infrastructure Fund ........... 
Virtus International Real Estate Securities Fund 
Virtus Market Neutral Fund ................ 
Virtus Real Estate Securities Fund........... 
Virtus Global Real Estate Securities Fund ..... 


Asset Allocation 


Equity 

Virtus Capital Growth Fund................ 
Virtus Growth & Income Fund ............. 
Virtus Core Equity Fund .................. 
Virtus Disciplined Small-Cap Opportunity Fund 
Virtus Disciplined Small-Cap Value Fund .... 
Virtus Value Equity Fund ................. 
Virtus Mid-Cap Growth Fund .............. 
Virtus Mid-Cap Value Fund ............... 
Virtus Mid-Cap Core Fund ................ 
Virtus Quality Small-Cap Fund ............. 
Virtus Small-Cap Growth Fund ............. 
Virtus Small-Cap Sustainable Growth Fund ... 
Virtus Small-Cap Core Fund ............... 
Virtus Strategic Growth Fund .............. 
Virtus Quality Large-Cap Value Fund........ 
Virtus AlphaSector™ Rotation Fund ......... 


Fixed Income 

Virtus: Bond Fund): .05.4 3:2 aces ai Savers ee 
Virtus CA Tax-Exempt Bond Fund .......... 
Virtus High Yield Fund ................... 
Virtus High Yield Income Fund............. 
Virtus Intermediate Government Bond Fund .. . 
Virtus Intermediate Tax-Exempt Bond Fund... 
Virtus Short/Intermediate Bond Fund ........ 
Virtus Tax-Exempt Bond Fund ............. 
Virtus Institutional Bond Fund.............. 
Virtus Multi-Sector Fixed Income Fund ...... 
Virtus Multi-Sector Short Term Bond Fund ... 
Virtus Senior Floating Rate Fund ........... 


International/Global 

Virtus Foreign Opportunities Fund .......... 
Virtus Emerging Markets Opportunities Fund . . 
Virtus Global Opportunities Fund ........... 
Virtus Greater European Opportunities Fund .. 


Virtus Greater Asia Ex Japan Opportunities Fund....................000000. 


Money Market Funds 

Virtus Insight Government Money Market Fund 
Virtus Insight Money Market Fund .......... 
Virtus Insight Tax-Exempt Money Market Fund 


Total Open-End Funds 


Inception 


2005 
2004 
2007 
1998 
1995 
2009 


1975 
1940 
1997 
2003 


1975 
1997 
1996 
1996 
1997 
1996 
1975 
1997 
2009 
2006 
1994 
2006 
1996 
1995 
2005 
2003 


1996 
1983 
1980 
2002 
1997 
1996 
1996 
1996 
1983 
1989 
1992 
2008 


1990 
1997 
1960 
2009 
2009 


1988 
1988 
1988 


Assets 


($ in millions) 


$ 94,1 
89.1 

29.9 

87.9 
883.2 

2:9 


648.8 
198.6 
60.9 
28.2 


282.4 
141.6 
90.9 
82.9 
125.7 
164.2 
84.9 
400.8 
0.5 
93.7 
58.8 
5.6 
49.5 
157.7 
47.2 
162.9 


220.8 
57.8 
94.7 
44.0 
37.0 
81.7 
93.8 
90.0 
46.3 

192.3 

2,228.2 
95.3 


1,196.8 
278.9 
58.1 
6.9 

72 


300.0 
2,586.5 
1,044.0 


$12,832.8 


Advisory 
Fee (1) 


(%) 


0.10 
0.65-0.55(4) 
1.00-0.90(4) 
1.50-1.40(4) 
0.75-0.65(4) 
0.85-0.75(4) 


0.55-0.45(4) 
0.70-0.60(4) 
0.50-0.45(4) 
0.45-0.40(4) 


0.70-0.60(4) 
0.75-0.65(4) 
0.70-0.65(4) 
0.75 
0.70 
0.70-0.65(4) 
0.80-0.70(4) 
0.75-0.70(4) 
0.80-0.70(4) 
0.90-0.80(4) 
1.00-0.80(4) 
0.90-0.80(4) 
0.85-0.80(4) 
0.70-0.60(4) 
0.75-0.65(4) 
0.45-0.40(4) 


0.45-0.40(4) 
0.45-0.35(4) 
0.65-0.55(4) 
0.45 
0.45 
0.45 
0.55-0.45(4) 
0.45 
0.45-0.40(4) 
0.55-0.45(4) 
0.55-0.45(4) 
0.60-0.50(4) 


0.85-0.75(4) 
1.00-0.95(4) 
0.85-0.75(4) 
0.85-0.80(4) 
1.00-0.95(4) 


0.14-0.10(4) 
0.14-0.10(4) 
0.14-0.10(4) 


3-Year 
Return (2) 


(%) 


(2.69) 

(0.88) 
n/a 
0.03 

(12.32) 
n/a 


(1.05) 
(0.50) 
(1.93) 
(1.36) 


(4.54) 
(5.23) 
(4.93) 
C117) 
(10.10) 
(6.56) 
(7.16) 
(6.50) 
n/a 
(4.30) 
(10.90) 
(4.48) 
(3.26) 
(5.18) 
(8.03) 
(3.40) 


5.60 
2.93 
0.67 
1.54 
Dei 
4.22 
5.08 
4.61 
5.09 
4.29 
4.83 

n/a 


(5.17) 
3.35 

(10.23) 
n/a 
n/a 


2.21 
2.89 
2.02 


(1) Percentage of average daily net assets of each fund. 

(2) Annualized return reflects performance of the largest share class as measured by net assets for which performance data is available. 

(3) These funds invest in other Virtus open-end mutual funds as well as electronically traded funds (“ETFs”). The related assets of Virtus 
open-end funds are reflected in the balances of the respective funds. 

(4) These funds have breakpoints at which advisory fees decrease as assets in the funds increase. Percentages listed represent the range from 
the highest fees to the lowest fees. 


Past performance does not guarantee future results. Investment return and principal value will fluctuate so 
that shares, when redeemed, may be worth more or less than their original cost. 


Closed-End Funds 


We manage the assets of five closed-end funds as of December 31, 2009, each of which is traded on the 
New York Stock Exchange, with total assets of $4.3 billion. Closed-end funds do not continually offer to sell and 
redeem their shares; rather, daily liquidity is provided by the ability to trade the shares of these funds at prices 
that may be above or below the shares’ net asset value. Our closed-end products include utility, municipal and 
corporate taxable and tax-exempt bonds and tactical asset allocation strategies provided by two of our affiliated 
managers. 


Our family of closed-end funds as of December 31, 2009, is comprised of the following: 


Advisory 
Fund Type/Name Assets Fee 
($ in billions) % 
Balanced 
Zweig Total Return ......... 0.0.0... eee eee $0.5 0.70(1) 
DNP Select Income Fund Inc. ................ 2.8 0.60-0.50(2) 
Equity 
AWEIS FUNG: 4 osc Gate eweeawasnaas tate aa 0.3 0.85(1) 
Fixed 
DTF Tax-Free Income Inc. .................. 0.2 0.50(3) 
Duff & Phelps Utility and Corporate Bond Trust 
TMCS inst Ss. 68-3 he Pin lindte descdee & hye ee eee a tes 0.5 0.50(3) 
Total Closed-End Funds $4.3 


(1) Percentage of average daily net assets of each fund. 

(2) Percentage of average weekly net assets. The fee structure of this fund has breakpoints at which advisory 
fees decrease as assets in the fund increase. Percentages listed represent the range from the highest fee to the 
lowest fee. 

(3) Percentage of average weekly managed assets. 


Separately Managed Accounts 


Separately managed accounts are individually owned portfolios that are managed by an investment 
manager. Separately managed accounts include broker-dealer sponsored programs, whereby an intermediary 
assists individuals in identifying their investment objectives and hires investment managers that have been 
approved by the broker-dealer to fulfill those objectives; and private client accounts that are accounts of high net 
worth individuals who are direct clients of our affiliates. Intermediary sponsored programs and private client 
account assets totaled $3.5 billion at December 31, 2009. 


Institutional Accounts 


We offer a variety of equity, fixed income and real estate investment trust strategies to institutional clients, 
including corporations, multi-employer retirement funds and foundations, endowments and special purpose 
funds. Our institutional assets under management totaled $4.8 billion as of December 31, 2009. 


Our Investment Management, Administration and Transfer Agent Fees 


Our net investment management fees, administration fees and net transfer agent fees earned in each of the 
last three years were as follows: 


Years Ended December 31, 
2009 2008 2007 
(8 in millions) —= 
Investment management fees 
Open-erid funds: ..4.2.csecsendenc seed esta ted $31.4 $47.0 $ 58.7 
Closed-end funds: 0.5.40 06360045 c00t as eeee Rees 20.8 24.1 26.2 
Separately managed accounts...................004. 14.8 21.1 29.5 
Institutional products ....... 0.0.0.0... 0 eee eee eee 12.7 23.4 33.0 
Institutional - PNX General Account ................ — 12.0 11.6 
Total investment management fees (1) ........... 79.7 127.6 159.0 
Administration fees 2.0... 0... eee eee 9.9 13.0 16.0 
Transteragent fees: s.oc66 59s es gee ais ental don Sven deadie Baca aus 2.8 5.3 7A 
Total) soi ccc tds i edeaeedaae aebdudnotene ws ecedehe as $92.4 $145.9 $182.4 


(1) Includes $13.7 million and $13.6 million of Goodwin investment management fees for the years ended 
December 31, 2008 and 2007, respectively, which are no longer earned by the Company post spin-off. 


Investment Management Fees 


We provide investment management services to funds and accounts pursuant to investment management 
agreements. With respect to open-end funds and closed-end funds, we receive fees based on each fund’s average 
daily or weekly net assets. Most fee schedules provide for rate declines as asset levels increase to certain 
thresholds. For those funds for which we have sub-advisory agreements, the sub-advisors receive a portfolio 
management fee based on the percentage of the aggregate amount of average daily net assets in the funds they 
sub-advise. For separately managed accounts and institutional accounts, fees are negotiated and are based 
primarily on asset size, portfolio complexity and individual client requests, and range from 0.10% to 1.00% for 
equity strategies and from 0.08% to 0.50% for fixed income strategies. 


Each of our mutual funds has entered into an investment management agreement with a Company advisory 
subsidiary (each, an “Adviser’’). Although specific terms of agreements vary, the basic terms are similar. 
Pursuant to the agreements, the Adviser provides overall management services to a fund, subject to supervision 
by the fund’s board of directors. The investment management agreements are approved initially by fund 
shareholders and must be approved annually by each fund’s board of directors, including a majority of the 
directors who are not “interested persons” of the Adviser. Generally, agreements may be terminated by either 
party upon 60 days’ written notice, and may terminate automatically in certain situations, such as a “change in 
control” of the Adviser. In arrangements where our funds are managed by a sub-advisor, the agreement calls for 
the sub-advisor to manage the day-to-day operations of the fund’s portfolio. 


Each fund bears all expenses associated with its operations, including the costs associated with the issuance 
and redemption of securities, where applicable. The funds do not bear compensation expenses of directors or 
officers of the fund who are employed by the Company or its subsidiaries. In some cases, to the extent certain 
enumerated expenses exceed a specified percentage of a fund’s or a portfolio’s average net assets for a given 
year, the Adviser may reimburse the funds for such excess expenses. 
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We act as the collateral manager for structured finance products, such as collateralized debt obligations 
(“CDOs”). Fees consist of both senior management fees and subordinated management fees. Senior management 
fees are calculated at a contractual fee rate applied against the current par value of the total collateral being 
managed. Subordinated management fees, also calculated against the current par value of the total collateral 
being managed, are recognized only after certain portfolio criteria are met. The underlying collateral is primarily 
comprised of high yield, asset-backed and mortgage-backed securities and loans. The Company has no financial 
or operational obligations with respect to the underlying performance of the collateral. For the investment 
management services being provided for existing structured finance products, management expects this revenue 
to decline over time as CDOs experience redemptions and liquidations. Structured finance product assets under 
management totaled $0.9 billion at December 31, 2009. 


Administration Fees 


We provide fund administration services to our open-end funds and certain of the closed-end funds. As 
provided in arrangements with these funds, our subsidiary VP Distributors Inc. (““VPD”), subject to the oversight 
of the funds’ trustees or directors, is responsible for managing the business affairs of our mutual funds. 
Administrative services include recordkeeping, preparing and filing documents required to comply with federal 
and state securities laws, legal administration and compliance services, supervising the activities of the funds’ 
other service providers, providing assistance with fund shareholder meetings, as well as providing office space, 
equipment and personnel that may be necessary for managing and administering the business affairs of the funds. 


Transfer Agent Fees 


We provide transfer agent services to our open-end funds and certain of the closed-end funds. As provided 
in arrangements with these funds, VPD, subject to the oversight of the funds’ trustees or directors, is responsible 
for acting as transfer and dividend disbursing agent for our open-end funds. VPD is responsible for handling 
orders for shares of our mutual funds. Transfer agent services include receiving and processing orders for 
purchases, exchanges and redemptions of fund shares; conveying payments; maintaining shareholder accounts; 
preparing shareholder meeting lists; mailing, receiving and tabulating proxies; mailing shareholder reports and 
prospectuses; withholding taxes on shareholder accounts; preparing and filing required forms for dividends and 
distributions; preparing and mailing confirmation forms, statements of account and activity statements; and 
providing shareholder account information. 


Our Distribution Services 


Our principal retail marketing strategy is to distribute funds and separately managed accounts through 
financial intermediaries to individuals. We have broad access in this marketplace, with distribution partners that 
include national and regional broker-dealers, independent broker-dealers and independent financial advisory 
firms. We support these distribution partners with a team of regional sales professionals (“wholesalers”), a 
national account relationship group and separate teams for the retirement market and the registered investment 
advisory market. Our sales and marketing professionals serve as a resource to financial advisors seeking to help 
clients address wealth management issues and support the marketing of our products and services tailored to this 
marketplace. 


We also commit significant resources to serving high-net-worth clients who access investment advice 
outside of traditional retail broker-dealer channels. Specialized teams at our affiliates develop relationships in 
this market and deal directly with these clients. 


Our institutional distribution strategy combines both a coordinated and affiliate-centric model. Our product 
specialists, who are part of the portfolio management teams at our affiliated managers, team with sales 
generalists and consultant relationship personnel, representing all of our investment strategies. Through 
relationships with consultants, they target key market segments, including foundations and endowments, 
corporate, public and private pension plans. 


Our Broker-Dealer Services 


VPD, a broker-dealer registered under the Securities Exchange Act of 1934, as amended (the “Exchange 
Act”), serves as principal underwriter and national wholesale distributor of our open-end mutual funds and 
managed accounts. Mutual fund shares are distributed by VPD under sales agreements with unaffiliated national 
and regional broker-dealers and financial institutions. VPD also markets advisory services of affiliated managers 
to sponsors of managed account programs. 


Our Competition 


We face significant competition from a wide variety of financial institutions, including other investment 
management companies, as well as from proprietary products offered by our distribution sources such as banks, 
broker-dealers and financial planning firms. Competition in our businesses is based on several factors including 
investment performance, access to distribution channels, service to advisors and their clients and fees charged. 
Our competitors, many of which are larger than we are, often offer similar products, use similar distribution 
sources, offer less expensive products, have greater access to key distribution channels and have greater 
resources than us. 


Our Regulatory Matters 


We are subject to regulation by the Securities and Exchange Commission (“SEC”), Financial Industry 
Regulatory Authority (“FINRA”) and other federal and state agencies and self-regulatory organizations. Each 
advisor, including unaffiliated sub-advisors, is registered with the SEC under the Investment Advisers Act. Each 
closed-end fund, open-end fund and defined portfolio is registered with the SEC under the Investment Company 
Act of 1940. VPD is registered with the SEC under the Exchange Act and is a member of FINRA. 


The financial services industry is one of the most highly regulated in the United States and failure to comply 
with related laws and regulations can result in the revocation of registrations, the imposition of censures or fines, 
and the suspension or expulsion of a firm and/or its employees from the industry. All of our funds currently 
available for sale are qualified in all 50 states, Washington, D.C., Puerto Rico and the U.S. Virgin Islands. Most 
aspects of our investment management business, including the business of the sub-advisors, are subject to various 
federal and state laws and regulations. 


Our officers, directors, and employees may, from time to time, own securities that are also held by one or 
more of our funds. Our internal policies with respect to personal investments are established pursuant to the 
provisions of the Investment Company Act and/or the Investment Advisers Act. Employees, officers and 
directors who, in the function of their responsibilities, meet the requirements of the Investment Company Act or 
Investment Advisers Act, or of FINRA regulations, must disclose personal securities holdings and trading 
activity. Those employees, officers and directors with investment discretion or access to investment decisions are 
subject to additional restrictions with respect to the pre-clearance of the purchase or sale of securities over which 
they have investment discretion or beneficial interest. Other restrictions are imposed upon access persons with 
respect to personal transactions in securities held, recently sold or contemplated for purchase by the Company’s 
open-end and closed-end funds. All access persons are required to report holdings and transactions on an annual 
and quarterly basis pursuant to the provisions of the Investment Company Act and Investment Advisers Act. In 
addition, certain transactions are restricted so as to seek to avoid the possibility of improper use of information 
relating to the management of client accounts. 


Our Employees 


As of December 31, 2009, we had approximately 278 full time equivalent employees. None of our 
employees is a union member. We consider our relations with our employees to be good. 


Relationship with Harris Bankcorp 


Pursuant to an Investment and Contribution Agreement dated as of October 30, 2008, among PNX, Phoenix 
Investment Management Company (“PIM”), the Company, and Harris Bankcorp (the “Investment Agreement’), 
PIM sold Harris Bankcorp 9,783 shares of our Series A Preferred Stock on October 31, 2008 for a nominal 
amount. In connection with the proposed spin-off of the Company, on December 31, 2008, Harris Bankcorp and 
PIM exchanged the 9,783 shares of Series A Preferred Stock for an equal number of shares of our Series B 
Convertible Preferred Stock (the “Series B’’). PIM then sold an additional 35,217 shares of our Series B to Harris 
Bankcorp for $35.0 million. 


As a result, Harris Bankcorp currently holds 45,000 shares of our Series B. The Series B ranks senior to our 
common stock and to any class or series of stock of the Company that we may issue in the future unless, subject 
to the approval of the Series B, the terms of such stock expressly provides otherwise, and ranks junior to our 
existing and future indebtedness and liabilities. The Series B is initially convertible into approximately 23% of 
our fully diluted common stock. As a condition of the Investment Agreement, Harris Bankcorp has the right to 
nominate one director to our board of directors, so long as it beneficially owns at least 10% of our common stock 
(including shares issuable on the conversion of our Series B). Additionally, so long as at least 667/3% of the 
Series B initially sold to Harris Bankcorp remains outstanding, the holders of a majority of the outstanding shares 
of Series B have the right to elect one director to our board of directors pursuant to the Series B Certification of 
Designations. In the event that Harris Bankcorp exercises the additional financing right described under 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Series B 
Convertible Preferred Stock,” and, as a result, beneficially owned in excess of 33% of our outstanding common 
stock (including shares issuable on the conversion of our Series B), it would have the right to appoint one 
additional director to our Board, subject to regulatory considerations. 


For additional information on the terms of the Series B and Harris Bankcorp’s rights under the Investment 
Agreement, see “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations—Series B Convertible Preferred Stock”. 


Available Information 


The Company’s annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, 
and all amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act 
will be available free of charge on the Company’s website located at www.virtus.com as soon as reasonably 
practicable after they are filed with or furnished to the SEC. These reports are also available at the SEC’s website 
at WWW.SEC.gOV. 


A copy of the Company’s Corporate Governance Principles, its Code of Conduct, and the charters of the 
Audit Committee, the Compensation Committee and the Governance Committee are posted on the Company’s 
website, www.virtus.com, under “Investor Relations,” and are available in print to any person who requests 
copies by contacting Investor Relations by email to: investor.relations @ virtus.com or by mail to Virtus 
Investment Partners, Inc., c/o Investor Relations, 100 Pearl Street, Hartford, CT 06103. Information contained on 
the website is not incorporated by reference or otherwise considered part of this document. 


Item 1A. Risk Factors 


You should carefully consider the risks described below, together with all of the other information included 
in this Annual Report, in evaluating the Company and our common stock. If any of the risks described below 
actually occurs, our business, results of operations, financial condition and stock price could be materially 
adversely affected. 


Risk Factor Related to the Current Market Environment 


Market and economic developments may materially and adversely affect our business, revenues, earnings, 
sales, assets under management, liquidity, financial condition and results of operations. 


Financial markets have experienced unprecedented credit and liquidity issues over the past two years, 
resulting in significant volatility and declines in the equity and fixed income markets during this period. Markets 
have rebounded considerably since the lows reached in the first quarter of 2009, however, they continue to be at 
levels substantially lower than experienced prior to the deterioration of economic conditions. Credit markets have 
suffered significantly, with many lenders and institutional investors reducing, and in some cases, ceasing to 
provide funding to borrowers, including other financial institutions. Additionally, concerns over increasing 
unemployment, fluctuating inflation and energy costs have contributed to diminished expectations for the 
economy and the financial markets going forward. These factors, combined with declining business and 
consumer confidence and increased unemployment, have precipitated a prolonged economic slowdown over the 
past two years. As a result, there has been a severe impact on the global financial markets and economies. 


This economic environment has had a direct impact on the investing activities of both retail and institutional 
investors. The declines and volatility in the equity and fixed income markets over the past two years have 
reduced the value of our assets under management which has resulted in lower fee revenues. The continuing 
turmoil in the equity and debt markets impacts investor confidence, resulting in investors favoring significantly 
lower investment risk. The adverse conditions of the markets and the economic environment, which could 
continue throughout 2010 and beyond, have and may continue to have a negative impact on our assets under 
management and our revenues. 


Changes in our assets under management are driven in great part by the performance of the equity markets. 
While markets generally experienced positive performance in 2009, with the S&P 500 Index up approximately 
23% during the year, the markets also experienced significant volatility during this period with the S&P 500 
Index down as much as 42% for the year on March 9, 2009. We expect that market volatility could continue in 
the short term. As markets continue to experience volatility, we may experience decreased investment inflows 
and increased redemptions of certain products as a result of these market conditions. 


We are unable to predict how long the economic downturn or volatile equity and debt markets will continue 
and it is difficult to predict which aspects of our products and/or business will be adversely affected by these 
conditions. Market and economic developments have affected, or have the potential to affect, us adversely by: 


e reducing the value of the assets we manage, which has resulted in, and could continue to result in, 
lower fee revenues; 


* impacting the returns and attractiveness of our investment products, which has caused and may 
continue to cause existing clients to withdraw assets and diminish our ability to attract assets from new 
and existing clients, which would result in lower sales and fee revenues; 


* causing a change in the mix of our assets under management to less profitable products; 
e increasing the risk that we are not able to maintain compliance with our debt covenants; 


* increasing competition from competitors that may be larger than we are and have more resources than 
we do; 
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affecting the access to, and reliability of, our intermediary distribution channels and service providers, 
which could adversely affect our sales, redemptions and business operations; 


causing regulators to change laws and regulations that affect us, which may result in greater 
compliance costs and restrictions on our ability to do business; 


encouraging litigation, arbitration and regulatory action in response to the increased frequency and 
magnitude of investment losses, which may result in unfavorable judgments, awards and settlements, 
regulatory fines and an increase in our related legal expenses; 


increasing the difficulty of performing administrative functions such as determining the value of assets 
we manage, which may affect our service levels and our ability to retain existing clients or attract new 
clients; 


damaging our reputation indirectly by association with the industries most seriously affected by market 
and economic developments, or directly due to a decline in investment performance or service levels, 
which may affect our ability to retain existing clients or attract new clients; 


damaging our reputation due to the inability of investors to redeem auction rate preferred securities, 
issued by certain of our closed-end funds, due to the failures of remarketing auctions caused by 
illiquidity in the auction rate preferred market, which previously provided investment liquidity to 
certain of our closed-end funds; and 


damaging our reputation or creating pressure to support certain of our money market funds should 
these funds become at risk of falling below a $1.00 net asset value, referred to as “breaking the buck,” 
due to illiquidity in the money markets or credit-related impairments of their holdings. 


Any of these negative effects may materially and adversely affect our business, revenues, earnings, sales, 
assets under management, liquidity, financial condition and results of operations. 


Risk Factors Relating to Our Business 


Our historical consolidated financial information is not necessarily representative of the results we would 
have achieved as a standalone company and may not be a reliable indicator of our future results. 


Our historical consolidated financial information prior to January 1, 2009 included in this Annual Report 
does not reflect the financial condition, results of operations or cash flows we would have achieved as a 
standalone company during the periods presented or those we will achieve in the future. This is primarily a result 
of the following: 


our historical financial information prior to January 1, 2009 reflects the assets and business of 
Goodwin; however, the Goodwin assets and business are no longer part of the Company following the 
spin-off; 


our historical financial results prior to January 1, 2009 reflect allocations of corporate expenses from 
PNX, which may be different than the comparable expenses we would have actually incurred in prior 
years or will incur as a standalone company; 


our current cost of debt and capitalization are different from that reflected in our historical consolidated 
financial statements prior to January 1, 2009; and 


significant changes have occurred in our cost structure, management, financing and business operations 
as a result of our separation from our former parent company, including additional costs for us to 
establish our new operating infrastructure. Such costs include, but are not limited to, (i) additional 
employees required to perform tasks previously handled by our former parent company, (ii) a new 
board of directors for our company, (iii) standalone insurance coverage, (iv) standalone audit, legal and 
other professional services and costs and (v) costs associated with standalone SEC reporting and 
compliance. 
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Poor investment performance of our products could adversely affect our assets under management, sales, 
revenues and earnings. 


The securities markets can be volatile. There are several ways in which market declines and volatility have 
affected, and have the potential to affect, us negatively, including: 


e limiting our fee revenues by reducing the value of the assets we manage; 
e decreasing sales of our investment products; 


* causing existing clients to withdraw assets from our managed investment products, which would result 
in lower fee revenues; and 


¢ increasing the risk of litigation, claims and regulatory action. 


Net flows related to our investment management strategies can be affected by investment performance 
relative to other investment management companies. Our investment management strategies are rated or ranked 
by independent third parties and individual distribution partners, and many industry periodicals and services 
provide assessments of the relative performance of our strategies. These assessments often affect the investment 
decisions of customers. If the relative performance or assessments of our strategies decline materially, the assets 
under management related to these strategies may decrease as customers select strategies with better 
performance. 


Future periods of poor performance in the securities markets or relative performance of our products would 
have an adverse effect on our assets under management, sales, revenues, the carrying value of our goodwill or 
intangible assets, and earnings. 


We may not be able to satisfy financial covenants under our existing credit facility. 


Under the Company’s credit facility, the Company must maintain certain financial covenants. A summary of 
the credit facility terms and the specific financial covenants is included in this report under “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations.” As of December 31, 2009, the 
Company was in compliance with all financial covenants. There can be no assurance that at all times in the future 
we will satisfy all such financial covenants or obtain any required waiver or amendment, in which event all 
outstanding indebtedness could become immediately due. 


We may be unable to obtain financing for future cash needs. 


Global credit markets and the financial services industry have been experiencing a period of unprecedented 
turmoil, and these events have adversely impacted the availability and cost of credit. If additional financing 
becomes necessary to fund operations, fund new business initiatives, refinance our existing credit facility or for 
any other purpose, there can be no assurance that such financing would be available on favorable terms or at all 
given the continued weakness in the credit markets and our limited operating history as a standalone public 
company. Potential types of financing arrangements, if available, could include secured or unsecured credit 
facilities, lines of credit, or other bank financing arrangements. 


Our business operations, investment returns and profitability could be adversely impacted by inadequate 
performance of third-party relationships. 


We are dependent on certain third-party relationships to maintain essential business operations. These 
services include, but are not limited to, information technology infrastructure, application systems support, 
mutual fund and investment accounting services, transfer agent and cash management services, custodial 
services, records storage management, backup tape management, security pricing services, payroll, legal and 
employee benefit programs. In addition, we maintain contractual relationships with certain investment 
management firms to sub-advise some of our portfolios. 
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We periodically negotiate provisions and renewals of these relationships and there can be no assurance that 
such terms will remain acceptable to such third parties or us. An interruption in our continuing relationship with 
certain of these third parties or any material delay or inability to deliver essential and any other contracted 
services could materially affect our business operations and potentially adversely affect our profitability. 


Any damage to our reputation could harm our business and lead to a loss of revenues and income. 


Our business relies on earning and maintaining a strong reputation with the investment community. Our 
reputation is vulnerable to many threats that can be difficult or impossible to control, and costly or impossible to 
remediate. Regulatory inquiries, poor relative investment performance or other misconduct and rumors, among 
other things, can substantially damage our reputation, even if they are baseless or satisfactorily addressed. Any 
damage to our reputation could impede our ability to attract and retain clients and key personnel, and lead to a 
reduction in the amount of our assets under management, any of which could have a material adverse effect on 
our revenues and income. 


We might be unable to attract or retain employees who are integral to our business. 


The success of our business is dependent to a large extent on our ability to attract and retain key employees. 
Competition in the job market for professionals such as senior executives, portfolio managers, securities analysts 
and sales personnel is generally intense. Most of our employees are not subject to employment contracts or 
non-compete agreements. Any inability to retain our key employees, or to attract and retain additional qualified 
employees, could have a negative impact on our business. 


In addition, because the success of our business depends upon our key personnel, our ability to prepare in 
advance for and to respond to any unexpected management changes is important for the success of our business. 
Any inability or delay by us in replacing any of our key management positions that may become vacant could 
negatively impact our management of the business and future business operations and results. 


The independent trustees or directors of our mutual funds and closed-end funds, intermediary program 
sponsors, managed account clients and institutional investment management clients could terminate or 
amend their contracts with us. This would reduce our revenues and earnings. 


Each of the mutual funds and closed-end funds for which we act as investment advisor or sub-advisor is 
registered under the Investment Company Act of 1940 (the “Investment Company Act’) and is governed by a 
board of trustees or board of directors. Each fund’s contract is renewed annually by the fund’s board. Either the 
board members or, in limited circumstances, the stockholders may terminate an advisory contract with us and 
move the assets to another investment advisor. In certain situations, such as a “change in control” of an advisor, 
advisory contracts may be terminated automatically. The board members also may deem it to be in the best 
interests of a fund’s stockholders to make other decisions adverse to us, such as reducing the compensation paid 
to us, requesting that we subsidize fund expenses over certain thresholds or imposing restrictions on our 
management of the fund. 


Our investment management agreements with intermediary program sponsors, private clients and 
institutional clients are generally terminable by these sponsors and clients upon short notice without penalty. As a 
result, there would be little impediment to these sponsors or clients terminating our agreements if they became 
dissatisfied with our performance. 


Our contracts with mutual funds and closed-end funds, intermediary program sponsors, managed account 
clients and institutional investment management clients could from time to time be subject to varying 
interpretations of key terms, resulting in perceived or actual requirements to amend such contracts. In such 
circumstances, we could be subject to adverse outcomes resulting from our need to resolve such matters with 
independent trustees, directors, shareholders, client legal counsel or other responsible oversight parties. 
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The termination or amendment of any of the above agreements relating to a material portion of assets under 
management would adversely affect our investment management fee revenues and earnings and could possibly 
require us to take a charge to earnings as a result of the impairment of the goodwill or intangible assets associated 
with our asset managers. 


Investors in open-end funds can redeem their investments in these funds at any time without prior notice, 
which could adversely affect our earnings. 


Open-end fund investors may redeem their investments in those funds at any time without prior notice. 
Investors may reduce the aggregate amount of assets under management for any number of reasons, including, 
particularly in the current economic environment, to meet cash requirements, investment performance, changes 
in prevailing interest rates and financial market performance. Poor performance relative to other asset 
management firms tends to result in decreased purchases of mutual fund shares and increased redemptions of 
mutual fund shares. The pace of mutual fund redemptions may accelerate in a declining stock market. The 
redemption of investments in mutual funds managed by our affiliated managers would adversely affect our 
revenues. 


Our intangible assets could become impaired which could have an adverse impact on our results from 
operations. 


At December 31, 2009, the Company had total assets of $134.0 million which included $59.7 million of 
goodwill and other intangible assets. We cannot be certain that we will ever realize the value of such intangible 
assets. It could be necessary to recognize impairment of these assets should we experience significant decreases 
in assets under management, the termination of a material investment management contract or material outflows 
if clients withdraw their assets following the departure of a key employee or for any other reasons. For the year 
ended December 31, 2008, we recognized impairment charges totaling $559.3 million due to these types of 
factors. 


We face strong competition in our businesses from mutual fund companies, banks and investment 
management firms, which could impair our ability to retain existing customers, attract new customers and 
maintain our profitability. 


We face strong competition in our businesses. We believe that our ability to compete is based on a number 
of factors, including investment performance, service, distribution capabilities and relative scale. We are also 
highly dependent on our distribution relationships. Our actual and potential competitors include a large number 
of mutual fund companies, banks and investment management firms, many of which have advantages over us. 
Industry consolidation has resulted in larger competitors with financial resources, marketing and distribution 
capabilities, and brand identities that are stronger than ours. Larger firms also may be able to offer, due to 
economies of scale, lower cost products. In addition, new or alternative product offerings may emerge or increase 
in popularity, such as electronically traded funds, which could create additional competition and could result in 
decreased demand for our historical product offerings. If we do not compete effectively in this environment, our 
profitability and financial condition would be materially adversely affected. 


Potential changes in federal and state regulation could limit the sources and amounts of our revenues, 
increase our costs of doing business, decrease our profitability and materially and adversely affect our 
business. 


We are subject to compliance with the Sarbanes-Oxley Act of 2002, as well as regulation by the SEC, 
FINRA and other federal and state agencies and self-regulatory organizations (including NASDAQ). Each 
advisor (including unaffiliated sub-advisors) is registered with the SEC under the Investment Advisers Act. Each 
closed-end fund and open-end fund is registered with the SEC under the Investment Company Act. Our broker- 
dealer is registered with the SEC under the Exchange Act and is a member of FINRA. All of our funds currently 
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available for sale are qualified in all 50 states, Washington, D.C., Puerto Rico, and the U.S. Virgin Islands. Most 
aspects of our investment management business, including the business of the sub-advisors, are subject to various 
federal and state laws and regulations. 


These laws generally grant supervisory agencies and bodies the power to limit or restrict us and any 
sub-advisor from carrying on its investment management business in the event that it fails to comply with such 
laws and regulations. Sanctions may include the suspension of individual employees, limitations on our engaging 
in the investment management business for specified periods of time, the revocation of the advisors’ registrations 
as investment advisors or other censures and fines. 


Compliance with these laws and regulations is time consuming and personnel-intensive, and changes in 
these laws and regulations may increase materially our direct and indirect compliance costs and other expenses of 
doing business and our compliance risks, thus having an adverse effect on our business and operating results. 


Although we spend substantial time and resources on our compliance policies, procedures and practices, 
non-compliance with applicable statutes, laws, rules, regulations and other requirements or our inability to timely 
and properly modify and update our compliance policies, procedures and practices to this frequently changing 
and highly complex regulatory environment, could result in our being subject to sanctions, fines, penalties, cease 
and desist or other relief, license revocation, suspensions or even expulsion from particular activities or markets. 


Legal and regulatory actions are inherent in our businesses and could result in financial losses or harm to 
our businesses. 


We are at various times involved in litigation and arbitration, both as a defendant and as a plaintiff. In 
addition, various regulatory bodies regularly make inquiries of us and, from time to time, conduct examinations 
or investigations concerning our compliance with, among other things, securities laws and laws governing the 
activities of broker-dealers. At various times we and our employees have also been subject to other claims 
alleging violations of rules and regulations of the SEC, FINRA and other regulatory authorities. There has been a 
significant increase in federal and state regulatory activity relating to financial services companies. We may be 
subject to further related or unrelated inquiries or actions in the future. 


Uncertain economic conditions and heightened volatility in the financial markets, such as those which have 
been experienced over the past two years, may increase the likelihood that clients, regulators or other persons 
may present or threaten legal claims or that regulators increase the scope or frequency of their examination of the 
Company or the investment management industry in general. 


There can be no assurance that our assessment of any claim or regulatory inquiry or proceeding will reflect 
the ultimate outcome and the outcome of any particular matter may be material to our operating results for a 
particular period. 


It is not feasible to predict or determine the ultimate outcome of all legal or regulatory proceedings or to 
provide reasonable ranges of potential losses. Because of the inherent difficulty of predicting the outcome of any 
legal claims or regulatory inquiries or other matters, we cannot provide assurance as to the outcome of this or 
other pending or future matters, or if ultimately determined adversely to us, the loss, expense or other amounts or 
sanctions attributable to such matter, particularly where the matter presents complex or new or unsettled claims 
or legal theories. The resolution of such matter or matters, if unfavorable, could have a material adverse effect on 
our operating results. 


While we maintain insurance that we believe is appropriate relative to our business and the potential claims 
and liabilities to which we may be exposed, we cannot be assured that insurance will cover many of our potential 
liabilities or losses, particularly any regulatory liabilities or penalties which are generally not covered by 
insurance. In addition, insurance coverage may become more costly and require higher deductibles or 
co-insurance arrangements, and may not be available to cover certain potential claims or liabilities we may incur. 
Should this occur, it would expose us to greater non-insured losses, increase our expenses and negatively impact 
our earnings. 
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Changes in tax laws, exposures to additional income tax liabilities or limitations on tax attributes currently 
available to the Company could have a material impact on our financial condition, results of operations and 
liquidity. 

We are subject to federal and state income taxes in the United States. Tax authorities may disagree with 
certain positions we have taken and assess additional taxes. We regularly assess the likely outcomes of audits in 
order to determine the appropriateness of our tax provision. However, there can be no assurance that we will 
accurately predict the outcomes of these audits, and the actual outcomes of these audits could be unfavorable. 
Results of tax audits, changes in tax laws or tax rulings could have a material adverse impact on the Company’s 
financial condition, results of operations and liquidity. 


Our ability to utilize tax attributes currently available to us is limited under section 382 of the Internal 
Revenue Code of 1986, as amended (“Section 382”). Section 382 imposes annual limitations on the amount of 
net operating loss carryforwards and other tax attributes that can be used to offset taxable income in the event an 
ownership change has occurred. An ownership change, as defined by Section 382, is triggered by substantial 
changes in the ownership of our outstanding stock, which are generally outside of our control. We currently have 
limitations as a result of Section 382 and could experience additional, more restrictive limitations in the event 
another ownership change occurs. 


Our ability to use net operating loss carryforwards and other tax attributes available to us will be dependent 
on our ability to generate taxable income. At December 31, 2009, we have a valuation allowance of $108.8 
million on our deferred tax assets of $115.8 million as, in our judgment, it is more likely than not that this 
amount of our deferred tax assets will not be realized. 


Misconduct by our employees, sub-advisors and distribution partners is difficult to detect and deter and 
could harm our business, results of operations or financial condition. 


Misconduct by our employees, sub-advisors or distribution partners could be determined to be violations of 
law resulting in regulatory sanctions or could result in serious reputational or financial harm. Misconduct can 
occur and could include: 


e binding us to transactions that exceed authorized limits; 

¢ unauthorized or unsuccessful activities resulting in unknown and unmanaged risks or losses; 

e improperly using or disclosing confidential information; 

* recommending or executing transactions that are not suitable; 

* engaging in fraudulent or otherwise improper activity; 

* engaging in unauthorized or excessive trading to the detriment of customers; or 

¢ otherwise not complying with laws or our control or compliance procedures. 

We cannot always deter misconduct by our employees, sub-advisors and distribution partners, and the 

precautions we take to prevent and detect this activity may not be effective in all cases. Prevention and detection 
of misconduct among our sub-advisors and distribution partners, who are not employees of the Company, may be 


difficult. Misconduct by our employees, sub-advisors or distribution partners may have a material adverse effect 
on our business and operating results. 


We are continuing to develop our own risk management processes and procedures, which may not be 
effective against all of our business risks. 


As a standalone public company, we continue to develop our risk management processes and procedures. 
However, these processes and procedures may not be fully effective to address and guard against a constantly 
changing and highly complex regulatory environment, and we cannot be assured that our risk management 
approach will fully mitigate our exposure to all types of significant risk. 
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We, in our retail business, distribute through intermediary channels and a loss of key distribution 
relationships could reduce our revenues and earnings. 


Intermediary distribution channels account for a substantial portion of our sales and of our assets under 
management. Our success in our intermediary distribution channel depends upon our continuing to maintain 
strong relationships with our third-party intermediaries and with our other strategic distribution relationships. 
Any material reduction in these distribution relationships would impact the sales of our products, our assets 
under management and our revenues. In addition, these intermediaries generally offer their customers a 
significant array of investment products which are in addition to, and which compete with, our own investment 
products, and there is no assurance that these intermediaries or their customers may not favor competing 
investment products over those we offer. Further, consolidation in the financial services industry, of which our 
distribution channels are a part, could negatively impact future relationships and distribution channels. 


Any failure to comply with established client investment guidelines or other contractual requirements could 
result in claims from clients and regulatory sanctions. 


The agreements under which we manage assets often have established investment guidelines or other 
contractual requirements that we are required to comply with in providing our investment management services. 
Any allegation of a failure to comply with these guidelines or other requirements could result in client claims, 
withdrawal of assets, and potential regulatory sanctions, any of which may negatively impact our revenues and 
earnings. 


We could experience temporary business interruptions in our technology infrastructure and thereby incur 
substantial additional costs. 


Our technology systems are critical to our operations and any failure or interruption of those systems or of 
our operations, whether resulting from technology or infrastructure breakdowns or defects or due to external 
causes such as fire or power disruptions, could result in financial loss and impact our reputation, growth and 
prospects. 


Risk Factors Relating to Our Common Stock 


There may continue to be little institutional interest in, research analyst coverage of and trading volume of 
our common stock, which could lead to our stock trading at prices that are significantly lower than what 
might be expected of a seasoned issuer. 


Public companies with relatively small market capitalizations such as we have often have difficulty 
generating institutional interest or trading volume in their stock. This illiquidity can result in relative price 
discounts as compared to industry peers or to the stock’s inherent value. It can also result in limited research 
analyst coverage, the absence of which makes it difficult for a company to establish and hold a market following. 
Accordingly, our size could lead to our stock trading at prices that are significantly lower than our estimate of its 
inherent value. 


From time to time, the market price and volume of shares traded of companies in the investment 
management industry experience periods of significant volatility. Company-specific issues and general 
developments in the investment management industry or the economy may cause this volatility. The market price 
of our common stock may fluctuate in response to a number of events and factors, including: 


e general economic, market and political conditions; 


¢ quarterly variations in our results of operations or financial position or the fact that our results of 
operations or financial position could be below the expectations of the public market, analysts or 
investors; 
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e changes in financial estimates and recommendations by securities analysts; 

* operating and market price performance of other companies that investors may deem comparable; 
¢ press releases or publicity relating to us or our competitors or relating to trends in our markets; 

e large purchases or sales of our common stock by significant shareholders; and 


e purchases or sales of our common stock by insiders. 


In addition, broad market and industry fluctuations, as well as investor perception and the depth and 
liquidity of the market for our common stock, may adversely affect the trading price of our common stock, 
regardless of our actual operating performance. 


Our rights plan and applicable laws may discourage takeovers and business combinations that our 
stockholders might consider to be in their best interests. 


We are subject to the provisions of Delaware law described below regarding business combinations with 
interested stockholders. 


Section 203 of the Delaware General Corporation Law applies to a broad range of business combinations 
between a Delaware corporation and an interested stockholder. The Delaware law definition of a “business 
combination” includes mergers, sales of assets, issuances of voting stock and certain other transactions. An 
“interested stockholder” is defined as any person who owns, directly or indirectly, 15% or more of the 
outstanding voting stock of a corporation. 


Section 203 prohibits a corporation from engaging in a business combination with an interested stockholder 
for a period of three years following the date on which the stockholder became an interested stockholder, unless: 


¢ the board of directors approved the business combination before the stockholder became an interested 
stockholder, or the board of directors approved the transaction that resulted in the stockholder 
becoming an interested stockholder; 


* upon completion of the transaction which resulted in the stockholder becoming an interested 
stockholder, such stockholder owned at least 85% of the voting stock outstanding when the transaction 
began other than shares held by directors who are also officers and other than shares held by certain 
employee stock plans; or 


e the board of directors approved the business combination after the stockholder became an interested 
stockholder and the business combination was approved at a meeting by at least two-thirds of the 
outstanding voting stock not owned by such stockholder. 


In addition, under our stockholders’ rights agreement, if any person or group (other than Bank of Montreal 
and its controlled affiliates) acquires, or begins a tender or exchange offer that could result in such person 
acquiring, 15% or more of our common stock without approval by our board under specified circumstances, our 
other stockholders will have the right to purchase shares of our common stock, or shares of the acquiring 
company, at a substantial discount to the public market price. The provisions of Section 203 of the Delaware 
General Corporation Law and our stockholders’ rights agreement may discourage takeovers and business 
combinations that our stockholders might consider to be in their best interests. 


We may not pay dividends on our common stock 


In our limited history as a standalone publicly traded company, we have not declared any common stock 
dividends. All decisions regarding the declaration and payment of dividends will be evaluated from time to time 
in light of our financial condition, earnings, growth prospects, other uses of cash, funding requirements, 
applicable law and other factors our board of directors deems relevant. There can be no assurance that we will 
pay any common stock dividends in the future. 
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Risk Factors Relating to the Series B Convertible Preferred Stock Investment 


The agreements the Company entered into in connection with the Series B Convertible Preferred Stock 
investment made by Harris Bankcorp contains restrictions that could limit our ability to obtain additional 
equity financing. 


The approval of the holders of our Series B Convertible Preferred Stock is required to effect certain 
significant issuances of equity securities of the Company or any of its controlled subsidiaries. Such required 
approval may restrict our ability to carry out our business objectives, take advantage of opportunities such as 
acquisitions that could supplement or grow our business and could have a material adverse effect on our ability to 
service our debt and operate our business. 


The voting power of the holders of our Series B Convertible Preferred Stock may discourage third party 
acquisitions of the Company at a premium. 


We are required to obtain the approval of holders of our Series B Convertible Preferred Stock for any 
merger, consolidation, acquisition, business combination, sale of all or substantially all of the assets of the 
Company or its subsidiaries, or any similar transaction or pledge of assets, in certain circumstances until 
December 31, 2011. This may have the effect of discouraging offers to acquire control of the Company and may 
preclude holders of Company common stock from receiving any premium above market price for their shares 
that may otherwise be offered in connection with any attempt to acquire control of the Company. 


For further information, restrictions and obligations concerning our Series B Convertible Preferred Stock, 
see “Management’s Discussion and Analysis of Financial Condition and Results of Operations —Series B 
Convertible Preferred Stock”. 


The additional financing right of the holders of our Series B Convertible Preferred Stock may increase the 
costs of any future equity financing. 


Harris Bankcorp has an additional financing right until December 31, 2010 as long as it, or any of its 
affiliates, holds at least 10% of our outstanding common stock (including shares issuable on the conversion of 
our Series B Convertible Preferred Stock). If the Company determines to raise equity financing for the purpose of 
financing our business (other than shares issued under any employee benefit plan, in connection with certain 
acquisitions of other companies or pursuant to any stock split, stock dividend or recapitalization by the 
Company), we must offer Harris Bankcorp the initial opportunity to provide such financing up to a principal 
amount of $25 million of newly issued preferred stock. Any newly issued preferred stock would have the same 
terms as the Series B Convertible Preferred Stock, except with respect to the conversion price, which would be 
the lower of the current conversion price of the Series B Convertible Preferred Stock or the current per share 
volume-weighted average price of our common stock over the ten trading days immediately prior to the 
consummation of this additional financing right. As a result, should Harris Bankcorp choose to exercise the right, 
it could cause the financing to be more expensive than financing we might otherwise obtain. 


Our outstanding Series B Convertible Preferred Stock may be converted into common stock, in the future, 
which would increase the number of shares eligible for future resale in the public market and result in 
dilution to our stockholders. This might have an adverse effect on the market price of the common stock. 


As of December 31, 2009, 45,000 shares of our Series B Convertible Preferred Stock were outstanding. 
Each outstanding share of Series B Convertible Preferred Stock is currently convertible into 38.3139 shares of 
common stock, subject to customary anti-dilution adjustments. 


Holders of Series B Convertible Preferred Stock may convert any or all of their shares into shares of 
common stock of the Company at any time. In the event that the holders of a majority of the outstanding Series B 


Convertible Preferred Stock approve a conversion of the Series B Convertible Preferred Stock, all of the shares 
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of Series B Convertible Preferred Stock will be converted automatically into shares of common stock of the 
Company. In the event that the closing price of the common stock of the Company exceeds 175% of the 
applicable conversion price for at least twenty trading-days out of the previous thirty trading-days, the Company 
may elect to cause each share of Series B Convertible Preferred Stock to be converted into shares of common 
stock of the Company at the conversion rate in effect. However, holders of Series B Convertible Preferred Stock 
may elect to retain their shares of Series B Convertible Preferred Stock and forfeit their right to thereafter 
participate in any dividends paid on our common stock. 


To the extent shares of Series B Convertible Preferred Stock are converted, additional shares of our common 
stock will be issued, which may result in dilution to our stockholders, and may increase the number of shares 
eligible for resale in the public market if such shares of common stock are registered or sold pursuant to an 
exemption from registration under the Securities Act. Sales of substantial numbers of such shares in the public 
market could adversely affect the market price of our common stock. 
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SPECIAL NOTE ABOUT FORWARD-LOOKING STATEMENTS 


This Annual Report contains statements, including under the captions “Business,” “Risk Factors,” and 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” that are, or may be 
considered to be, forward-looking statements within the meaning of The Private Securities Litigation Reform Act 
of 1995, as amended, Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Exchange 
Act. All statements that are not historical facts, including statements about our beliefs or expectations, are 
forward-looking statements. These statements may be identified by such forward-looking terminology as 
“expect,” “estimate,” “plan,” “intend,” “believe,” “anticipate,” “may,” “should,” or similar statements or 
variations of such terms. 


99 66 99 66 29 66 


Our forward-looking statements are based on a series of expectations, assumptions and projections about our 
Company, are not guarantees of future results or performance, and involve substantial risks and uncertainty, 
including assumptions and projections concerning our assets under management, net cash inflows and outflows, 
operating cash flows, and future credit facilities, for all forward periods. All of our forward-looking statements 
are as of the date of this Annual Report only. 


The Company can give no assurance that such expectations or forward-looking statements will prove to be 
correct. Actual results may differ materially. The Company does not undertake or plan to update or revise any 
such forward-looking statements to reflect actual results, changes in plans, assumptions, estimates or projections, 
or other circumstances occurring after the date of this Annual Report, even if such results, changes or 
circumstances make it clear that any forward-looking information will not be realized. If there are any future 
public statements or disclosures by us which modify or impact any of the forward-looking statements contained 
in or accompanying this Annual Report, such statements or disclosures will be deemed to modify or supersede 
such statements in this Annual Report. 


Our business and our forward-looking statements involve substantial known and unknown risks and 
uncertainties, including those discussed under “Risk Factors,” and “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” in this Annual Report, as well as the following risks and 
uncertainties: (a) the effects of adverse market and economic developments on all aspects of our business; 

(b) any poor relative investment performance of our investment management strategies and any resulting 
outflows of assets; (c) any lack of availability of additional financing, as may be needed, on satisfactory terms or 
at all; (d) any inadequate performance of third-party relationships; (e) the withdrawal of assets from under our 
management; (f) our ability to attract and retain key personnel in a competitive environment; (g) the ability of 
independent trustees of our mutual funds and closed-end funds, and other clients to terminate their relationships 
with us; (h) the possibility that our goodwill or intangible assets could become impaired, requiring a charge to 
earnings; (i) the strong competition we face in our business; (j) potential adverse regulatory and legal 
developments; (k) the difficulty of detecting misconduct by our employees, sub-advisors and distribution 
partners; (1) changes in accounting standards; (m) the ability to satisfy the financial covenants under existing debt 
agreements; and (n) certain other risks and uncertainties described in this Annual Report or in any of our other 
filings with the Securities and Exchange Commission (“SEC”). 


An occurrence of, or any material adverse change in, one or more of the risk factors or risks and 
uncertainties referred to in this Annual Report or included in our other periodic reports filed with the SEC could 
materially and adversely affect our operations, financial results, cash flows, prospects, and liquidity. 


Other factors which may impact our continuing operations, prospects, financial results and liquidity or 
which may cause actual results to differ from such forward-looking statements are discussed or included in the 
Company’s periodic reports filed with the SEC and are available on the our website at www.virtus.com under 
“Investor Relations.” You are urged to carefully consider all such factors. 
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Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


Our principal offices are located at 100 Pearl St., 9th Floor, Hartford, CT 06103. In addition, our affiliated 
managers lease office space in Illinois, California and New York. We believe our office facilities are suitable and 
adequate for our business as it is presently conducted. Given the service nature of our business and the fact that 
we do not own real property, we do not anticipate that compliance with federal, state and local provisions 
regarding the discharge of materials into the environment, or otherwise relating to the protection of the 
environment, will have a material effect upon our capital expenditures, revenue or competitive position. 


Item 3. Legal Proceedings. 


The Company is regularly involved in litigation and arbitration as well as examinations and investigations 
by various regulatory bodies, including the SEC, involving our compliance with, among other things, securities 
laws, client investment guidelines, laws governing the activities of broker-dealers and other laws and regulations 
affecting our products and other activities. Legal and regulatory matters of this nature may involve activities as 
an employer, issuer of securities, investor, investment advisor, broker-dealer or taxpayer. The Company believes 
that the outcomes of its legal or regulatory matters are not likely, either individually or in the aggregate, to have a 
material adverse effect on its consolidated financial condition. However, it is not feasible to predict the ultimate 
outcome of all legal claims or matters or provide reasonable ranges of potential losses, and in the event of 
unexpected subsequent developments and given the inherent unpredictability of these legal and regulatory 
matters, there can be no assurance that our assessment of any claim, dispute, regulatory examination or 
investigation or other legal matter will reflect the ultimate outcome and an adverse outcome in certain matters 
could, from time to time, have a material adverse effect on the Company’s results of operations or cash flows in 
particular quarterly or annual periods. 


Item 4. [Removed and Reserved] 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 


The Company’s common stock is traded on the NASDAQ Global Market under the trading symbol 
“VRTS.” As of March 4, 2010, the reported closing sale price per share of common stock was $20.59 and we had 
5,843,318 shares of our common stock issued and outstanding that were held by approximately 148,180 holders 
of record. The table below sets forth the quarterly high and low closing sales prices of our common stock on the 
NASDAQ Global Market. Information regarding the high and low sales prices per share of common stock prior 
to 2009 is not contained herein as the Company was not a standalone company prior to the spin-off and therefore 
the Company’s common stock did not begin trading on the NASDAQ Global Market until January 2, 2009. 


Quarter Ended High Low 

March:31, 2009 \s.u.cs aie caren sng bib aed a eae owe $9.91 $ 4.04 
June 30,2009 3. sass eke Fee aes Se a eed $16.55 $ 6.28 
September 30, 2009 2.0... ccc eee eee $16.33 $13.50 
December'315: 2009) 3. 4c 2.cecr eer dinaaei ee ts exokeed $16.50 $14.63 


We have not declared a cash dividend on our common stock with respect to the periods presented. We 
currently do not anticipate paying cash dividends on our common stock. The payment of any dividends on our 
common stock and the amount thereof will be determined by the board of directors depending upon, among other 
factors, the Company’s earnings, operations, financial condition, capital requirements, and general business 
outlook at the time payment is considered. Additionally, our ability to pay common stock dividends is limited 
under the terms of our Credit Facility and Series B Convertible Preferred Stock as described further in 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and 
Capital Resources.” 


The holders of our Series B Convertible Preferred Stock are entitled to receive quarterly dividends, when 
and if declared by our board of directors, equal to 8.0% per annum of the stated value of the Series B Convertible 
Preferred Stock, before any dividends are declared or paid upon any equity securities of the Company that rank 
junior to the Series B Convertible Preferred Stock with respect to payment of dividends or rights upon 
liquidation. Subject to certain limitations, these dividends may be paid either in cash or additional shares of our 
Series B Convertible Preferred Stock, at the discretion of the Company. In addition, the holders of our Series B 
Convertible Preferred Stock are entitled to share in any dividends paid on shares of our common stock on a pro 
rata basis with the holders of our common stock. During the year ended December 31, 2009, we paid $2.9 million 
of preferred stock dividends related to the quarters ended December 31, 2008, March 31, 2009, June 30, 2009 
and September 30, 2009. On March 4, 2010, the Board of Directors of the Company declared cash dividends on 
its Series B Convertible Preferred Stock for the three month periods ended December 31, 2009 of $0.9 million 
which the Company expects to pay in March of 2010. Additional information regarding the Company’s payment 
of dividends on shares of Series B Convertible Preferred Stock is set forth in “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations—Series B Convertible Preferred Stock”. 


There were no purchases of common stock by the Company or its affiliates during the fourth quarter of 
2009. Shares of the Company’s common stock purchased by participants in the Company’s Employee Stock 
Purchase Plan were delivered to participant accounts via open market purchases at fair value by the third-party 
administrator under the plan. The Company does not reserve shares for this plan or discount the purchase price of 
the shares. 


Information concerning our equity compensation plan is set forth in “Security Ownership of Certain 
Beneficial Owners and Management and Related Stockholder Matters—Equity Compensation Plan Information.” 
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Item 6. Selected Financial Data. 


The following table sets forth our selected consolidated financial and other data at the dates and for the 
periods indicated. The selected financial data should be read in conjunction with “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and the 
notes thereto appearing elsewhere in this Annual Report. 


($ in millions) 


Results of Operations (5) 


[S53 1(—) 010 (1 a 
Goodwill and intangible asset impairments 
EXPONSES)- dig npeard ene oe Bd os oureies Sie da Aue aegeionin a nck Sareea ak 
Operating income (loss) ........ 0.0... e eee eee eee 
NEGtIOSS). caused twas aby acest asd Bde ta gone he Ale haMOe suk 


Balance Sheet Data (5) 
Cash and cash equivalents 


Intangible assets, net... 0.0... cee ae 
GOOG WAL sso irce a sreidoe: Glad 2 ashcbie ie. 553 dod a. arse Ade nee ble eee ee ak 
T OtALiASSEtS: secs oo kena g bb 4 AG Ane HAG Pa OS A eke 
Accrued compensation and benefits 
Long-term debt (4) 2.0.0... cece cee eee eae 
"Total alolities:: 52 ssece «occa op Ae 3 PB aoe dk ale Hons Abed ea Ata eR Sesl a 


Convertible preferred stock 
Total stockholders’ equity 


Assets Under Management (5) 


($ in billions) 


Total assets including Goodwin 
Total assets excluding Goodwin 


2009 (1) 


123.8 
(6.6) 
(6.5) 

(1.76) 


2009 (1) 


$ 28.6 
54.8 
4.8 
134.0 
14.7 
15.0 
58.4 
45.9 
29.7 


$ 25.4 


Years Ended December 31, 


2008 (1) 2007(1) 2006(2) 2005 (2) 
$117.2 $178.3 $226.2 $218.6 $237.4 
559.3 0.3 32.5 11.1 
760.1 220.9 262.5 256.5 
(581.8) 5.3 (43.9) (19.1) 
(529.1) (14.2) (47.6) (33.1) 
(91.75) (2.45) (8.24) (5.74) 
As of December 31, 
2008 (1) 2007(2) 2006(2) 2005 (2) 
$ 51.1 $ 368 $ 33.9 $ 23.8 
61.0 208.2 237.7 295.9 
48 4544 4544 454.4 
159.0 752.2 781.1 825.0 
22.9 34.1 359 30.1 
20.0 42.0 436.3 508.1 
774 127.2 527.6 598.0 
45.0 
36.6 624.9 253.5 227.0 
$ 226 $55.5 $ 58.1 $ 50.9 
22.6 40.4 43.6 35.7 


25.4 


(1) Derived from audited consolidated financial statements included elsewhere in this Annual Report. 


(2) Derived from audited consolidated financial statements not included elsewhere in this Annual Report. 


(3) Following the spin-off from PNX, the Company had 5,772,076 common shares outstanding. This amount is 
being used to calculate the loss per share for the periods prior to the spin-off. The same number of shares 
has been used to calculate basic earnings per share and diluted earnings per share for all such periods as 
there were no shares of Virtus common stock publicly traded prior to December 31, 2008, and no Virtus 
share options nor restricted stock units were outstanding prior to the spin-off. 

(4) All outstanding long-term debt on or prior to the spin-off on December 31, 2008 was due to either PNX or 
Phoenix Life Insurance Company (“Phoenix Life”), which had been a related party of the Company. 

(5) Historical financial results included in the table above for the year ended December 31, 2008 and prior 


reflect the inclusion of Goodwin in the Company’s consolidated results. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 


The following discussion of our financial condition and results of operations should be read in conjunction 
with our consolidated financial statements and related notes appearing elsewhere in this Annual Report. 


This discussion contains forward-looking statements that involve risks and uncertainties. See “Special Note 
About Forward-Looking Statements” above for more information. Actual results could differ materially from 
those anticipated in these forward-looking statements as a result of various factors, including those discussed 
below and elsewhere in this Annual Report, particularly under the caption “Risk Factors.” 


Overview 
Organization 


Virtus commenced operations on November 1, 1995 through a reverse merger with Duff & Phelps 
Corporation. From 1995 to 2001, we were a majority-owned indirect subsidiary of PNX. On January 11, 2001, a 
subsidiary of PNX acquired the outstanding shares of the Company not already owned and the Company became 
an indirect wholly-owned subsidiary of PNX. On October 31, 2008, after the sale of convertible preferred stock 
to Harris Bankcorp, a subsidiary of the Bank of Montreal, we became an indirect, majority-owned subsidiary of 
PNX. On December 31, 2008, PNX distributed 100% of Virtus common stock to PNX stockholders in a spin-off 
transaction, excluding the net assets and business of the Company’s subsidiary, Goodwin, which had historically 
been a wholly owned subsidiary of the Company. Following the spin-off, PNX has no ownership interest in the 
Company and Harris Bankcorp owns 100% of the Company’s outstanding shares of Series B Convertible 
Preferred Stock. As a new standalone public company after the spin-off, we have completed the rebranding of 
our company as “Virtus,” relocated our corporate offices to a new facility, hired employees and service providers 
necessary to replace those services that had historically been provided by PNX and obtained standalone 
insurance, legal, audit and other services. 


Our Business 


We are a provider of investment management products and services to individuals and institutions. We 
operate a multi-manager investment management business, comprised of affiliated managers, each having its 
own distinct investment style, autonomous investment process and brand. We believe our customers value this 
approach, especially institutional customers who appreciate individual managers with distinctive cultures and 
styles. 


Investors have an array of needs driven by factors such as market conditions, risk tolerance and investment 
goals. A key element of our business is offering a variety of investment styles and multiple disciplines to meet 
those needs. To that end, for our mutual funds, we supplement the investment capabilities of our affiliated 
managers with those of select unaffiliated sub-advisors. We do that by partnering with unaffiliated sub-advisors 
whose strategies we believe appeal to investors and are not typically available to retail mutual fund customers. 


We provide our products in a number of forms and through multiple distribution channels. Our retail 
products include open-end mutual funds, closed-end funds and separately managed accounts. Our fund family of 
open-end funds is distributed primarily through intermediaries. Our closed-end funds trade on the New York 
Stock Exchange. Retail separately managed accounts are comprised of intermediary programs, sponsored and 
distributed by unaffiliated brokerage firms, and private client accounts, which are offerings to the high net-worth 
clients of our affiliated managers. We also manage institutional accounts for corporations, multi-employer 
retirement funds and foundations, endowments and special purpose funds. Our earnings are primarily driven by 
asset-based investment management fees charged on these various products. These fees are based on a 
percentage of assets under management and are calculated using daily or weekly average assets or assets at the 
end of the preceding quarter. 


25 


Our Profitability Drivers 
Our profitability is primarily driven by the following factors: 


e Investment management fees earned on assets under management. Depending on the product, these 
fees can be based on average daily or weekly market values, ending market values of the preceding 
quarter, or outstanding principal values of the assets being managed. Assets under management are 
principally driven by the following factors: 


e sales less redemptions (net flows); and 

e absolute and relative investment performance. 
¢ Operating expenses, including: 

¢ base compensation; 

e variable incentive compensation; 

e distribution expenses; and 

¢ administrative expenses. 


e Amortization and impairment of intangibles, principally related to acquired investment contracts. 


Market Developments 


Financial markets have experienced unprecedented credit and liquidity issues over the past two years, 
resulting in significant volatility and declines in the equity and fixed income markets during this period. Markets 
have rebounded considerably since the lows reached in the first quarter of 2009, however, they continue to be at 
levels substantially lower than experienced prior to the deterioration of economic conditions. Credit markets have 
suffered significantly, with many lenders and institutional investors reducing, and in some cases, ceasing to 
provide funding to borrowers, including other financial institutions. Additionally, concerns over increasing 
unemployment, fluctuating inflation and energy costs have contributed to diminished expectations for the 
economy and the financial markets going forward. These factors, combined with declining business and 
consumer confidence and increased unemployment, have precipitated a prolonged economic slowdown over the 
past two years. As a result, there has been a severe impact on the global financial markets and economies. 


This economic environment has had a direct impact on the investing activities of both retail and institutional 
investors. The declines and volatility in the equity and fixed income markets over the past two years have 
reduced the value of our assets under management which has resulted in lower fee revenues. The continuing 
turmoil in the equity and debt markets impacts investor confidence, resulting in investors favoring significantly 
lower investment risk. The adverse conditions of the markets and the economic environment, which could 
continue throughout 2010 and beyond, have and may continue to have a negative impact on our assets under 
management and our revenues. 


Changes in our assets under management are driven in great part by the performance of the equity markets. 
While markets generally experienced positive performance in 2009, with the S&P 500 Index up approximately 
23% during the year, the markets also experienced significant volatility during this period with the S&P 500 
Index down as much as 42% for the year on March 9, 2009. We expect that market volatility could continue in 
the short term. As markets continue to experience volatility, we may experience decreased investment inflows 
and increased redemptions of certain products as a result of these market conditions. 


Assets Under Management 


Our total assets under management as of December 31, 2009 were $25.4 billion. The discussion and analysis 
of our assets under management excludes the assets managed by Goodwin, which are no longer part of the 
Company following the spin-off, from all years unless noted otherwise. 
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Assets Under Management by Product 


The following table presents our assets under management by product for the periods indicated: 
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As of December 31, 
2009 2008 2007 
($ in billions) 
Retail assets 
Mutual fund assets 
Money market open-end funds .................2.00004 $39 $47 $ 62 
Long-term open-end funds ......................0005. 8.9 6.7 11.0 
Closéd-end funds: 2.i0.4 daeeseseees tthe eee ea ooe ees 4.3 4.0 oul 
Total mutual fund assets... 0.0... 0. eee cee eee 17.1 15.4 22.3 
Separately managed accounts 
Intermediary sponsored programs ...............-.205. 1.6 1.4 2.7 
Private client accounts ...... 0.0... cece eee eee 1.9 1.6 24 
Total managed account assets ......... 0.0.00... 02 eee ee eee 3 3.0 5.4 
Total retail assets ...... 0.0... eee eee 20.6 18.4 27.7 
Institutional assets 
Institutional accounts ..... 0.0... eee ee eee 3.9 3.4 9.3 
Structured finance products .............. 0000.00.00 ee 0.9 0.8 3.4 
Total institutional assets ............ 0.0... c ee eee eee 4.8 4.2 12.7 
Total Q) ¢ cesses tore seca sedges Pe ed da $25.4 $22.6 $40.4 
(1) Excludes Goodwin assets as follows: 
Institutional assets ...... 00... eee ees $14 $19 
Structured finance products ........... 0.00.00 ce eee eee eee 0.2 0.2 
PNX general account assetS ...... 0.0... cece ee eee 124 13.0 
Total Goodwin-managed assets ......... 0.00 e eee eee eee $14.0 $15.1 


Asset Flows by Product 


The following table summarizes our asset flows by product for the periods indicated (excluding Goodwin): 


Years Ended December 31, 


2009 2008 2007 
($ in billions) 
Retail Products 
Mutual Funds—Long-term 
BE Sinn S Dalancees. 5, 25% consis sap esa aed pk hon bP aang, a4. Woh Bae Sem peace eos sta $10.7 $16.1 $16.2 
DALES: sige weal inven. ed icine Gace wg b eoIMAGAdE Hee Bo eaURMUNE Ta pba bau gE SINS 8d BaNATS 2.8 2.5 3.6 
REAEMP OMS! 5 sacs eag cs cahszus sbi wae taasse-abdes aupierttane eater Sue sespngrirtere wane ache eapeerene eapieneaes es (2.2) (3.5) (3.8) 
INGUHOWS ve ici.nd'5 aha ents eo. Ra eae Meee ace Seas em UR tees ae 0.6 (1.0) = (0.2) 
Market appreciation (depreciation) ........... 0. eee eee eee cnet e een eee 2.0 (4.4) 0.3 
Acquisitions (dispositions) / Other .......... 0.0 ccc eet teen eee (0.1) —_ (0.2) 
Change in assets under management .......... 0.0.0 eee eee ene eens 2.5 (5.4) (0.1) 
Ending balances... i: csis00:4 x. sosseeecs ow: soneoaes oagioes cases Ge ahi eaten Sma Haw $13.2 $10.7 $16.1 
Mutual Funds—Money Market 
Beginning balances... <0 dacs atsaakonsead dasnans caer da tews anna haumaegboees 47 $ 62 5.7 
Change in cash management products ............ 000 cee eee eee eee eee eee nee (0.8) (1.5) 0.5 
Ending balance: sii cecniodyakokeeeaondes ke heerdaandetkeheoh madden ke aws $3.9 $ 47 $ 6.2 
Separately Managed Accounts 
Beginning balances si.e4 sss acces thee ames pe andr wend ea eee aera ene et $30 $ 54 $ 68 
DALES chicas aioe eRe MRAM Eanes ae aloe sO Rees oa ede wale Mead Lees amas wRRE 1.0 1.0 1.2 
Redemptions: sé ject gece basse trern bons Packs ed ealpeav ee Rage a ahs Phels, ea alN RERUNS (1.1) (1.9) (2.6) 
INGE FLOWS expat caru tach Sevres satew BEES bse a onto Hunk atte Orato ange Pod. ibs ethan bane aeuepohaid eget (0.1) (0.9) (1.4) 
Market appreciation (depreciation) ........ 0.0.0.0... cee eee eee 0.6 (1.2) 0.1 
Acquisitions (dispositions):/ Othe? ¢2.55.s 05 snccsSaedeae ee esSaaeey pede eae a eee —_— (0.3) (0.1) 
Change in assets under management. o.4.5.6.6.06i6 6 see dese a Sie eS a ee esa 0.5 (2.4) (1.4) 
Eriding balance. o..002 0% nasi ainss coum cmeoes commande mea cwumeseretes ae $3.5 $ 30 $5.4 
Institutional Products 
Institutional Accounts 
Besinnins balance sss ctiwsie aura yubaw. Mend ac shy ea seals does danse $34 $ 9.3 $10.7 
DALES: 5.3.30 4 gets ds aaaeee keene co Moe ae ae a Goa & HRS Uae eae anaes 0.3 0.5 1.1 
Redemptions ..cdccv nach educs.c Reese ese saci she een a eed eMeGieaMe eam (0.6) (5.7) (1.9) 
NG BOWS 4. a. 2s esa ani ep Reena e nie aued en ibiet-s aries Ne eae eaeh Rathaus amaence ea keene (0.3) (5.2) (0.8) 
Market appreciation (depreciation) .......... 2... cece cece eee tee eee ene 0.4 (0.5) 0.4 
Change in cash management products ........... 0.00 cee e eect eee eee eee 0.1 (0.2) (0.1) 
Acquisitions: (dispositions) / Other oo... 04640 uccsw need cues eee ee eee ans 0.3 —_— (0.9) 
Change in assets under management ........... 0.00 ccc eee eee 0.5 (5.9) (1.4) 
Ending balance: .«.., 5) 355:5; s99s:5 3.05 0% si syse G's als wes ayaa wed vig Bw HAT A~E A gle awIRETS $3.9 $ 34 $93 
Structured Finance Products 
Be sinning balances. scccsusnsun Dea dssds eevee aslo day ans ete wren Pea sl aueea nse ie eal eA GAS $08 $ 34 $ 3.6 
DALES: etree wu. oe ote weicad tae wae Susie eG Na ae eRe emer eean OR eee SEOs ee —_— — 2.3 
REGGMp tl OI) eecsiy os. ye: sasgrtsne-aeaeeeheg Gagan Gotsdoare boa MARTH Geasgeadney pase aac aipaain’s Go boaeee’ — (1.2) (0.3) 
INOW OW So ueed 5 ack Sar ps er eal cg a a a OS — (1.2) 2.0 
Market appreciation (depreciation) .......... 0... cece eee cece e eens 0.1 (1.4) (2:2) 
Change in assets under management ............ 000 eee eect teenies 0.1 (2.6) (0.2) 
Ending balance: 00 s53.0003 anys a tohsins aogeabis a: dds aap GaP Saag eke ag $09 $ 08 $ 3.4 
Total 
Besinning balances visi tid ong ennmgswide.ateos oannndaapecwabsanda.dacaw agen 22.6 40.4 43.0 
DAleSiaapseac ana ctald emda adaead Mae gais andere Aeaauun a Rgteg ye Nene Daas 4 doats Mae 4.1 4.0 8.2 
REGEMPHONS soc. sco. scrsa en wsams Ses chs ake ape eeu e ia EO ee AUD aed Eade arene Rhea (3.9) (12.3) (8.7) 
NGCHOWS:.c5.0c genie etna ead een etn sein savs ae hPa aaucegin aeeeins qurege eae 0.2 (8.3) (0.5) 
Market appreciation (depreciation) .......... 0.06 cee cece eee e teenies 3.1 (7.5) (1.4) 
Change in cash management products ............ 00.00. c cece eee eee (0.7) (1.7) 0.4 
Acquisitions (dispositionSs):/Other $5. i.5.cg-chsne sce deta ean se ddeeed a ee een ec 0.2 (0.3) = (1.1) 
Change -in assets: under management o.5.s ch cndicc tad see esta wees ease tee se 2.8 (17.8) (2.6) 
Ending balance: 2.0062. .5258045.0 ses $adeadoudd Mebsad ch budeee saduaaee dd tans $25.4 $22.6 $40.4 
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Assets Under Management by Investment Category 


The following table summarizes our assets under management by investment category (excluding 
Goodwin): 


As of December 31, 
2009 2008 2007 

($ in billions) ne 
Investment Categories 

Equity assets: 5.2234 scidaacndiensdeeie bagie new Hiya oe $11.5 $9.8 $16.7 
Fixed 1INCOME:ASSCUS: ¢ saw dls a eed edad Mae ate bet hogs ha 10.0 8.1 17.5 
Money market assets ......... 0.0.00. e eee eee eee 3.9 4.7 6.2 
TOGA: ose a teseeen a aNbgokes ok eee oe ee Sokol areola dainty dee SRR $25.4 $22.6 $40.4 


Year ended December 31, 2009 compared to year ended December 31, 2008. At December 31, 2009, we 
managed $25.4 billion in total assets representing an increase of $2.8 billion from the $22.6 billion managed at 
December 31, 2008. The increase in assets under management for the year ended December 31, 2009 was due 
primarily to market appreciation of $3.1 billion. The market appreciation experienced for all product types for the 
year ended December 31, 2009 was due to positive performance of the securities markets, particularly in the 
second and third quarters of 2009. Also contributing to the increase in assets under management was positive net 
flows of $0.2 billion. Net flows of $0.2 billion for the year ended December 31, 2009, compared to net outflows 
of $8.3 for the year ended December 31, 2008, improved due to a combination of improving market conditions 
and investor sentiment and strong performance and sales for several of our open-end mutual fund products. 


Year ended December 31, 2008 compared to year ended December 31, 2007. At December 31, 2008, we 
managed $22.6 billion in total assets representing a decrease of $17.8 billion from the $40.4 billion managed at 
December 31, 2007. Net outflows were $8.3 billion and market depreciation was $7.5 billion. The remaining 
decrease was primarily the result of the net change in our money market assets. Of the net outflows during the 
year, $5.2 billion was in institutional accounts of which $3.7 billion related to a terminated relationship with one 
institutional client, providing advisory services to the general account of a non-affiliated insurance company. The 
fees earned on these assets were approximately five basis points or approximately $1.9 million per year. Of the 
$7.5 billion market depreciation, $4.4 billion related to our mutual funds, $1.2 billion related to our separately 
managed accounts and $1.9 billion related to our institutional accounts of which $1.4 billion was structured 
finance products. The market depreciation across all asset groups in 2008 was primarily the result of the 
unprecedented decline in the securities markets. 


Average Fee Earning Assets Under Management and Average Basis Points 


The following table summarizes average fee earning assets under management and average management fee 
basis points (excluding Goodwin): 


As of December 31, 
(expressed in BPs) ($ in billions) 
2009 2008 2007 2009 2008 2007 

Products 
Money market mutual funds (1) ...................04. 5 5 5 $42 $5.5 $ 6.2 
Long-term mutual funds (1) ..................00000005 44 48 50 11.5 14.3 17.0 
Separately managed accounts ...................0008. 48 48 46 3.0 4.4 6.4 
Institutional .. 0... eee eee 28 28 21 3.7 5.6 10.1 
Structured finance products ......... 0.0.00... 00200 32 20 15 0.8 22 5.1 

WOtah?, .s 440 een i6 tn Ee PROS we eee ees 34 35 32 $23.2 $32.0 $44.8 


(1) Average fees earned for money market and long-term mutual funds are net of non-affiliated sub-advisory 


fees. 


The average fee earning assets under management and average fees earned expressed in basis points 
presented in the table above are intended to provide information in the analysis of our asset based revenue and 
distribution expenses. Money market and long-term mutual fund fees are calculated based on either average daily 
net assets or average weekly net assets. Separately managed accounts and institutional fees are generally 
calculated based on end of the preceding quarter’s asset values. Structured finance product fees are calculated 
based on a combination of the underlying cash flows and the principal value of the product. 


Results of Operations 


Summary Financial Data 


Years Ended December 31, Increase/(Decrease) 

2009 2008 2007 2009 vs. 2008 2008 vs. 2007 
($ in millions) 
Results of Operations 
Investment management fees ...................4-. $ 79.7 $127.6 $159.0  §$ (47.9) $ (31.4) 
Other revenue ....... 0.0.0. ccc eens 37.5 50.7 67.2 (13.2) (16.5) 
Total revenues ............ 0... 117.2 178.3 226.2 (61.1) (47.9) 
Operating expenses ...... 0.0... cece ee eee eee 116.7 175.7. 190.5 (59.0) (14.8) 
Goodwill and intangible asset impairment ............ — 559.3 0.3 (559.3) 559.0 
Intangible asset amortization ...............200000- TA 2521 30.1 (18.0) (5.0) 
Total expenses: so esis eae eG de hee Mie eee wo 123.8 760.1 220.9 (636.3) 539.2 
Operating (loss) income .......................-. (6.6) (581.8) 5.3 575.2 (587.1) 
Other income (expense) ......... 0.0. e eee eee eee 1.4 (7.1) (0.3) 8.5 (6.8) 
Interest:expense; Met 26.45. gigiece und eos ouks and Yeah aia ceee ete 8 (1.2) (1.7) = (25.1) 0.5 23.4 
Loss before income taxes ....................005. (6.4) (590.6) (20.1) 584.2 (570.5) 
Income tax expense (benefit) ...............200000- 0.1 (61.5) (5.9) 61.6 (55.6) 
Netloss: ac0s4 sed bogies ean Pek tu eee bd ke aba ewe (6.5) (529.1) (14.2) 522.6 (514.9) 
Preferred stockholder dividends ..................-. (3:7) (0.5) — (3.2) (0.5) 
Net loss attributable to common stockholders ....... $(10.2) $(529.6) $(14.2) $519.4 $(515.4) 
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Revenues 


The decrease in revenues in 2009 as compared to 2008 was the result of a decrease in average assets under 
management. The decrease in average assets under management in 2009 is due primarily to the exclusion of 
Goodwin after the spin-off. After reflecting the exclusion of Goodwin, lower average assets under management 
were the result of declining markets and significant net outflows in 2008 compared to rising markets and positive 
net flows in 2009, resulting in a lower average assets under management and investment management fees in 
2009 as compared to 2008. The decrease in revenues in 2008 as compared to 2007 was primarily a result of a 
decrease in average assets under management due in large part to the declines in the securities markets in 2008 
and to net outflows of assets. Revenues by source were as follows: 


Years Ended December 31, Increase/(Decrease) 
2009 2008 2007 2009 vs. 2008 2008 vs. 2007 


($ in millions) 
Investment management fees 


Muttuial f0nds® sc stc 5050 ten eb died seceding Pek od Bae $ 52.1 $ 71.1 $ 84.9 $(19.0) $(13.8) 
Separately managed accounts ..............0 eee eee 14.8 21.1 29.5 (6.3) (8.4) 
Institutional accounts ........0 0.0... cee eee 10.3 18.4 24.9 (8.1) (6.5) 
Structured finance product ........... 0.0.0.0 eee eee 25 5.0 8.1 (2.5) (3.1) 
Third-party management fees ..................... 79.7 115.6 147.4 (35.9) (31.8) 
PNX general account ....... 0.0... cee eee eee — 12.0 11.6 (12.0) 0.4 

Total investment management fees................. 79.7 127.6 159.0 (47.9) (31.4) 
Distribution and service fees ...................00. 23.2 30.2 36.5 (7.0) (6.3) 
Administration and transfer agent fees ............. 12.7 18.3 23.3 (5.6) (5.0) 
Other income and fees .......................0055 1.6 2.2 7.4 (0.6) (5.2) 
Total revenues .........00.00 000. cece cece es $117.2 $178.3 $226.2 $(61.1) $(47.9) 


Investment Management Fees 


Year ended December 31, 2009 compared to year ended December 31, 2008. Net investment management 
fees decreased $35.9 million for the year ended December 31, 2009 due primarily to the absence of investment 
management fees from Goodwin, which is no longer part of the Company after the spin-off, which generated 
revenues of $22.6 million for the year ended December 31, 2008, including $12.0 million related to the PNX 
general account. Also contributing to the decline in investment management fees was an $8.8 billion or 28% 
decrease in average assets under management, exclusive of Goodwin, as compared to the year ended 
December 31, 2008. Average assets under management decreased compared to the prior period primarily as a 
result of declines in the securities markets in the second half of 2008 and first quarter of 2009, causing a decrease 
in the market value of assets under management and higher redemption rates, resulting in lower average assets 
under management and investment management fees. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Net investment management 
fees decreased primarily due to a decrease in average fee earning assets under management. Average fee earning 
assets under management decreased primarily as a result of market depreciation combined with net outflows in 
all products during 2008. Net outflows, including Goodwin managed assets for which management fees were 
earned in 2008, were $8.5 billion of which $5.2 billion were from institutional products. During 2008, a 
terminated relationship with an institutional client resulted in a $3.7 billion redemption. The client was a general 
account mandate for an unaffiliated insurance company for which the fees earned were approximately five basis 
points. Our open-end mutual funds, separately managed accounts and structured finance products experienced net 
redemptions of $1.0 billion, $0.9 billion and $1.2 billion, respectively. Each of our products experienced market 
depreciation during 2008 due to the dramatic declines in the markets experienced in 2008. 
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Distribution and Service Fees 


Year ended December 31, 2009 compared to year ended December 31, 2008. Distribution and service fees, 
which are asset-based fees earned from open-end mutual funds for distribution services we perform on their 
behalf, declined by $7.0 million for the year ended December 31, 2009 compared to the prior year due to lower 
assets under management. The decrease in fees was substantially offset by a corresponding decrease in trail 
commissions, which are a component of distribution expenses. Trail commissions represent asset-based 
payments to our distribution partners based on a percentage of our assets under management. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Distribution and service fees 
declined by $6.3 million for the year ended December 31, 2008 compared to the prior year due to lower assets 
under management. The decrease in fees was substantially offset by a corresponding decrease in trail 
commissions, which are a component of distribution expenses. 


Administration and Transfer Agent Fees 


Year ended December 31, 2009 compared to year ended December 31, 2008. Administration and transfer 
agent fees represent fees earned from our mutual funds for fund administration and transfer agent services. Fund 
administration fees decreased $2.7 million due to a decline in average assets under management upon which 
these fees are based. Transfer agent fees decreased $2.3 million due to a decline in the number of accounts and a 
change in the contract with the service provider which also reduced our cost to provide these services. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Fund administration fees 
decreased $2.5 million due to a decline in average assets under management upon which these fees are based. 
Transfer agent fees decreased $2.1 million due to a decline in the number of accounts and a change in the 
contract with the service provider which also reduced our cost to provide these services. On July 1, 2008, we 
outsourced certain of the transfer agent functions. Transfer agent revenues are reported net of such sub-transfer 
agent expenses. These additional costs from outsourcing have been more than offset by the compensation 
expense savings that have been realized. Additionally, underwriting fees decreased $0.4 million due to a decrease 
in sales of Class-A mutual fund shares on which underwriting fees were earned. 


Other Income and Fees 


Year ended December 31, 2009 compared to year ended December 31, 2008. Other income and fees 
decreased primarily due to a decline in fees earned for the distribution of unaffiliated products. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Other income and fees 
decreased primarily due to a decline in fees earned for the distribution of unaffiliated products. 


Operating Expenses 
Operating expenses by category were as follows: 


Years Ended December 31, Increase/(Decrease) 
2009 2008 2007 2009 vs. 2008 2008 vs. 2007 


($ in millions) 
Operating expenses 


Employment expenses ..............0.0 eee e ee eeee $ 57.1 $ 83.1 $ 94.5 $ (26.0) $(11.4) 
Distribution and administrative expenses ............. 29.9 41.3 50.1 (11.4) (8.8) 
Other operating expenses .................0 0000008. 28.6 46.5 45.5 (17.9) 1.0 
Restructuring and severance .......... 0.0.0 ee ee eee 1.1 4.8 0.4 (3.7) 4.4 
Goodwill and intangible asset impairments ............ — 95933 0.3 (559.3) 559.0 
Intangible asset amortization ...............00-0 000 7A 25.1 30.1 (18.0) (5.0) 
Total operating expenses ...................000005 $123.8 $760.1 $220.9 $(636.3) $539.2 


Employment Expenses 


Year ended December 31, 2009 compared to year ended December 31, 2008. Employment expenses 
decreased $26.0 million for the year ended December 31, 2009 compared to the prior year. The exclusion of 
Goodwin after the spin-off accounted for $10.3 million of the decrease. The remaining decrease is due primarily 
to reductions in variable compensation, such as commissions and incentive compensation, of $11.4 million. Also 
contributing to the decrease were reductions in salaries, benefits, and payroll taxes mainly as a result of lower 
staffing levels for the year ended December 31, 2009, reflecting the full year impact of significant reductions in 
staff that occurred in 2008. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Employment expenses of 
$83.1 million in 2008 decreased $11.4 million compared to the prior year. The decrease is due primarily to 
reductions in variable compensation of $7.2 million. The remaining decrease is attributable to the impact of 
actions taken to streamline operations, resulting in reduced headcount during the year ended December 31, 2008. 


Distribution and administrative expenses 


Year ended December 31, 2009 compared to year ended December 31, 2008. Distribution and 
administrative expenses decreased by $11.4 million for the year ended December 31, 2009 as compared to the 
prior year primarily due to $7.0 million in decreased asset-based expenses paid to our distribution partners 
including trail commissions and other distribution costs. Trail commissions are fees we pay to broker-dealers for 
providing sales, marketing and distribution services to investors of our mutual funds. Fees paid to our fund 
administrator, which are also asset-based, decreased by $1.5 million for the year ended December 31, 2009 as 
compared to the prior year, consistent with lower average assets under management. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Distribution and 
administrative expenses decreased by $8.8 million for the year ended December 31, 2008 as compared to the 
prior year primarily due to $6.8 million in decreased asset-based expenses paid to our distribution partners 
including trail commissions and other distribution costs. Fees paid to our fund administrator, which are also 
asset-based, decreased by $1.0 million for the year ended December 31, 2008 as compared to the prior year, 
consistent with lower average assets under management. 


Other Operating Expenses 


Year ended December 31, 2009 compared to year ended December 31, 2008. Other operating expenses 
decreased $17.9 million for the year ended December 31, 2009 compared to the prior year. Other operating 
expenses attributable to Goodwin, which is no longer a part of the Company effective as of the spin-off were $5.4 
million for the year ended December 31, 2008. These expenses were not incurred for the year ended 
December 31, 2009. For the year ended December 31, 2008, certain services, totaling $8.4 million were provided 
to us by our former parent. We have eliminated or replaced these services, at a lower cost, by hiring additional 
staff to perform the same services or contracting with external providers. The savings have been partially offset 
by new expenses related to our being a standalone publicly-traded company. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Other operating expenses were 
$46.5 million in 2008, an increase of $1.0 million for the year ended December 31, 2008 as compared to the prior 
year. These expenses consist primarily of computer services, professional fees, investment research fees, travel, 
training, portfolio management operational costs, rent, insurance, printing and general taxes, depreciation and 
other office and corporate expenses. The services provided by PNX during this period are detailed in Note 13 to 
our consolidated financial statements. Other operating expenses increased primarily as a result of a $1.7 million 
increase in professional fees and a $0.8 million increase in rent expense resulting from vacating and/or moving 
office space at three of our affiliates partially offset by a decrease in charges from PNX. The current period also 
included $1.7 million of costs associated with certain client portfolio losses. 
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Restructuring and Severance 


In 2009, we incurred severance costs of $1.1 million resulting from staff reductions as we continued to 
execute on cost reduction efforts and further streamlining of our operations. 


In 2008, we incurred severance costs of $3.9 million resulting from staff reductions related to the 
outsourcing of certain of our transfer agent functions and other reductions as we continued to streamline our 
operations. We also vacated office space at two of our affiliates resulting in charges of $0.9 million. 


Goodwill and Intangible Asset Impairment 


There were no goodwill or intangible asset impairments for the year ended December 31, 2009 as the 
estimated fair value of goodwill and intangible assets was substantially in excess of its carrying value. 


In 2008, we recorded pre-tax non-cash impairment charges of $559.3 million related to goodwill and other 
intangible assets. We determined that several triggering events had occurred during the year as a result of the 
changes in the market environment, specifically the equity market declines, a marked decrease in credit market 
liquidity and unprecedented government intervention in the financial markets. Based on the results on our 
impairment assessment, we recorded $449.0 million of goodwill and $110.3 million of intangible asset 
impairments. The primary drivers of the impairment were the reduction in assets under management due to 
markets and valuation multiples for asset managers being at multi-year lows. 


Intangible Asset Amortization 


Year ended December 31, 2009 compared to year ended December 31, 2008 Amortization expense 
decreased $18.0 million for the year ended December 31, 2009 as compared to the prior year as a result of the 
lower remaining carrying value of our intangible assets after the impairment charges incurred in 2008. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Amortization decreased $5.0 
million for the year ended December 31, 2008 as compared to the prior year as a result of the lower remaining 
carrying value of the assets after reflecting impairments throughout the year. 


Other Income and Expenses 
Other Income (Expense) 


Year ended December 31, 2009 compared to year ended December 31, 2008. Other income (expense) 
increased $8.5 million to income of $1.4 million for the year ended December 31, 2009 from an expense of $7.1 
million for the year ended December 31, 2008 due primarily to increases in the market value of trading securities 
in 2009 as compared to 2008. Consistent with the performance of overall markets, significant losses were 
experienced in the fourth quarter of 2008 and gains were experienced in the second and third quarters of 2009, 
resulting in the large swing from a loss in 2008 to a gain in 2009. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Other income (expense) 
decreased $6.8 million to an expense of $7.1 million for the year ended December 31, 2008 from an expense of 
$0.3 million for the year ended December 31, 2007 due primarily to decreases in the market value of trading 
securities in 2008 as compared to 2007. Consistent with the performance of overall markets, significant losses 
were experienced in the fourth quarter of 2008, resulting in the large loss for the year ended December 31, 2008. 


Interest Expense 


Year ended December 31, 2009 compared to year ended December 31, 2008. Interest expense is attributable 
primarily to our long-term debt and is reported net of interest and dividend income earned on cash equivalents 
and investments. Interest expense decreased $0.5 million for the year ended December 31, 2009 compared to the 
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prior year. The decrease in interest expense is due primarily to a lower average outstanding debt balance in 2009. 
The effective interest rate of the new Credit Facility entered into in September 2009, inclusive of the 
amortization of deferred financing costs, was 6.90% as of December 31, 2009. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Interest expense was mainly 
comprised of interest expense on the intercompany debt with our former parent company, but also includes 
interest and dividend income earned. On December 31, 2007, $325 million of debt obligations to our former 
parent company was extinguished through loan forgiveness. This, and to a lesser degree the $3.0 million of 
quarterly debt repayments on the remaining intercompany debt, resulted in a decrease in interest expense of 
$24.1 million in 2008 as compared to 2007. Interest and dividend income decreased by $0.7 million due to lower 
interest rates and dividend yields on our cash holdings during 2008. 


Income Tax Expense 


Year ended December 31, 2009 compared to year ended December 31, 2008. Our income tax expense was 
$0.1 million for the year ended December 31, 2009, compared to a benefit of $61.5 million for the year ended 
December 31, 2008. Although the Company generated a pre-tax loss for the year ended December 31, 2009, tax 
expenses were recorded in certain state jurisdictions. 


Year ended December 31, 2008 compared to year ended December 31, 2007. Our income tax benefit 
increased from $6.0 million in 2007 to $61.5 million in 2008 due to the net loss generated in 2008 partially offset 
by a $80.5 million increase in our valuation allowance. Upon completion of the spin-off on December 31, 2008, 
in assessing the need for a valuation allowance against our deferred tax assets, the Company believed, based on 
the weight of available evidence, that it is more likely than not that the deferred tax asset will not be realized 
because certain potential tax planning strategies available to our former parent company will no longer be 
available to the Company. 


Effects of Inflation 


For the years ended December 31, 2009, 2008 and 2007, inflation did not have a material effect on our 
consolidated revenues or results of operations. 


Liquidity and Capital Resources 
Certain Financial Data 
The following table summarizes certain key financial data relating to our liquidity and capital resources: 


As of December 31, 
2009 2008 2007 


($ in millions) 


Balance Sheet Data 

Cash and cash equivalents ...... 2.0.0... cece cette eee $28.6 $51.1 $36.8 

Marketable Securities: cc5.ccc cic. n6o.0c4 coau ee chewed eee ree eeaws 9.4 6.4 14.4 

Current portion of long-term debt ............. 0.00... e eee eee ee —_— 4.0 12.0 

Long-term notes payable and other debt .....................00000. 15.0 16.0 30.0 

Convertible preferred securities ...... 0.0... eee ee eee ee 45.9 45.0 — 

Working Capital (1) iic5.7cecaqameandadedites end thadaabes eed ete $32.1 $33.2 $(3.2) 
Years Ended December 31, 

2009 2008 2007 

Cash Flow Data 

Provided by (used in) 

Operating activities: 4.4:c.cciveadwwa sede S ides tadedias ened sae wed $11.7) $64 $13.0 

Investing activities:2.. 9 sin.auet cee ee dds keaae veeas aaa angueae eae s (2.0) (6.0) (ha) 

Financing Activities: cach wwtains hele. cae iew ane de ane Reheat ees (8.8) 13.9 (8.3) 


(1) Working capital is defined as current assets less current liabilities. 


At December 31, 2009, our working capital was $32.1 million. In the third and fourth quarter of 2009 we 
generated positive cash flow from operations and during the year ended December 31, 2009 we reduced our 
outstanding indebtedness by $5.0 million. We believe that our available cash, marketable securities and cash 
expected to be generated from operations will be sufficient to fund our expected normal cash operating 
requirements and other capital requirements in the short-term, which we consider to be the next twelve months. 
Our ability to meet our future cash needs, including repayment of our Credit Facility, interest payments on our 
Credit Facility, payment of preferred stock dividends and other operating requirements, will depend upon our 
future operating performance, the level and mix of assets under management and general economic conditions, 
some of which are beyond our control. Additional matters outside of our control that could impact our liquidity 
include any further deterioration in or continued volatility of the global economy and capital markets and 
unexpected cash, debt or operating requirements. 


Capital Requirements 


Our short-term capital requirements, which we consider to be those capital requirements due within one 
year, include payment of interest on our Credit Facility, payment of annual incentive compensation and payment 
of preferred stock dividends. Incentive compensation, which is generally the Company’s largest annual operating 
cash payment, is paid in the first quarter of the year. Short term capital requirements may also include $0.9 
million of quarterly dividends on our $45.0 million outstanding shares of Series B Convertible Preferred stock. 
The dividend can be paid in cash or, at the election of the board of directors (and subject to authorization of the 
issuance of additional preferred shares by the holders of Series B Convertible Preferred Stock), in additional 
convertible preferred shares. The dividend is cumulative and will continue to accumulate whether or not declared 
and paid. During the year ended December 31, 2009, the Company paid $2.9 million of preferred stock dividends 
related to the quarters ended December 31, 2008, March 31, 2009, June 30, 2009 and September 30, 2009. On 
March 4, 2010, the Board of Directors of the Company declared cash dividends on its Series B Convertible 
Preferred Stock for the three month periods ended December 31, 2009 of $0.9 million which the Company 
expects to pay in March of 2010. Long-term capital requirements could include seed money for new products, 
principal payments on our outstanding Credit Facility principal balance, infrastructure improvements and, 
possibly, strategic acquisitions. 


The financial markets have experienced a period of significant volatility over the past two years, which has 
impacted investment outflows and the value of our assets under management and resulted in lower fee revenues. 
Markets could further decline and there could be significant volatility. Should assets under management decline 
for any reason, revenues, net income and cash flow could continue to be negatively impacted. Reductions in 
related variable expenses, primarily incentive compensation and distribution costs, would marginally compensate 
for this loss of revenue but the Company could experience a material reduction in income from operations. 


Capital and Reserve Requirements 


Our subsidiary, VPD, is a broker-dealer registered with the SEC and is therefore subject to certain rules 
regarding minimum net capital, as defined by those rules. The subsidiary is required to maintain a ratio of 
“aggregate indebtedness” to “net capital,” as defined, which may not exceed 15 to 1 and must also maintain a 
minimum amount of net capital. Failure to meet these requirements could result in adverse consequences to us 
including additional reporting requirements, tighter ratios and business interruption. At December 31, 2009 and 
2008, the ratio of aggregate indebtedness to net capital of the broker-dealer was below the maximum allowed and 
our net capital was significantly in excess of that required. 


Balance Sheet 


Cash and cash equivalents consist of cash in banks and highly liquid affiliated money market mutual fund 
investments. Cash and cash equivalents typically increase in the second, third and fourth quarters of the year as 
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we record, but do not pay, variable incentive compensation. Historically, annual incentives are paid in the first 
quarter of the year. Marketable securities consist primarily of highly liquid investments in our affiliated mutual 
funds. We provide capital for funds and strategies in their early stages of development. Our long-term debt 
decreased by $5.0 million during the year ended December 31, 2009 as we made our scheduled quarterly note 
payable repayments of $2.0 million and prepaid $3.0 million in conjunction with the retirement of our previously 
outstanding note payable on September 1, 2009. The increase in furniture, equipment and leasehold 
improvements and other long-term liabilities as of December 31, 2009 as compared to December 31, 2008 is due 
to gross presentation of leasehold improvements totaling $3.2 million on two of our locations that were funded 
by lessors with no cash impact to the Company. See accounting policy description in Note 2 to our consolidated 
financial statements for further details. 


Operating Cash Flow 


Net cash used in operating activities of $11.7 million for the year ended December 31, 2009 increased by 
$18.0 million from the same period in the prior year due primarily to the decrease in our revenues, resulting in 
less cash being generated by operating activities. Net cash provided by operating activities of $6.4 million for the 
year ended December 31, 2008 decreased by $6.6 million from the prior year primarily due to the decrease in our 
operating results due to the significant market declines in 2008, the impact of which was partially offset by 
decreases in variable costs. Although our operating expenses have also declined with revenue, certain of our 
overhead and other costs are not variable in the short-term and take a longer period of time to reduce relative to 
the decrease in revenues, resulting in less cash flow being generated. 


Investing Cash Flow 


Net cash used in investing activities consists primarily of capital expenditures related to our business 
operations, purchases of available-for-sale securities and the purchase of investment management contracts. The 
$1.0 million, $1.1 million and $1.1 million of cash used to purchase investment management contracts for the 
years ended December 31, 2009, 2008 and 2007, respectively, was due to the 2006 agreement where the 
Company acquired the rights to advise, distribute and administer the Insight Funds, which requires the Company 
to pay 50% of the net profit earned by the Company on the Insight Funds to Harris Bankcorp for a period of four 
years after the agreement date. The $0.8 million and $4.8 million of capital expenditures for the years ended 
December 31, 2009 and 2008, respectively, were primarily for the purchase of equipment and other capital items 
related to the relocation of our corporate office in late 2008 as a result of the spin-off and the relocation of one of 
our affiliate offices in late 2008. 


Financing Cash Flow 


For the year ended December 31, 2009, net cash used in financing activities consists of principal payments 
on our long-term debt, proceeds from our Credit Facility that was closed on September 1, 2009, deferred 
financing costs paid in conjunction with entering into the Credit Facility and payment of dividends on our Series 
B Convertible Preferred Stock. For the year ended December 31, 2008, net cash flows used in or provided by 
financing activities consists primarily of borrowings or repayments of debt and capital contributions from PNX 
prior to the spin-off. Cash flows from financing activities were $13.9 million in 2008 primarily as a result of the 
proceeds from the issuance of the Series B convertible preferred stock. In the fourth quarter of 2008, the 
Company, PNX and Phoenix Investment Management (“PIM”) entered into an agreement with Harris Bankcorp, 
pursuant to which Harris Bankcorp acquired $45.0 million of convertible preferred stock of the Company 
representing a 23% equity position in the Company on a fully-diluted basis. The Company received $35.0 million 
of proceeds from this transaction. The Company made a $10.0 million repayment on the previous note payable to 
PNX facility. For the year ended December 31, 2007, net cash used in financing activities was $8.3 million due 
to the $57.2 million repayment of a promissory note to the former minority members of an affiliate to finance the 
remainder of an acquisition and note repayments totaling $12.0 million on the previous note payable to PNX 
partially offset by capital contributions of $60.9 million from PNX. 
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Long-Term Debt 


On September 1, 2009, the Company entered into the Credit Facility that provides a senior secured 
revolving credit facility for the Company with a two-year term, maturing in September 2011. The Credit Facility 
provides borrowing capacity of up to $30.0 million in the first year of the facility and up to $18.0 million 
thereafter, with a $2.0 million sub-limit for the issuance of standby letters of credit. Borrowings under the Credit 
Facility may not at any time exceed a minimum asset coverage ratio of 1.75, which represents the sum of the 
Company’s cash, marketable securities and investment management fee receivables, excluding certain specified 
assets, to total outstanding indebtedness (including outstanding letters of credit). The Credit Facility is secured by 
substantially all of the assets of the Company. At December 31, 2009, $15.0 million was outstanding under the 
Credit Facility. 


Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the Company’s 
option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate (as defined in the Credit 
Facility agreement), plus an applicable margin that ranges from 1.75% to 3.50%. At December 31, 2009, the 
interest rate in effect for the Credit Facility was 3.50%. Under the terms of the Credit Facility the Company is 
also required to pay certain fees, including an annual commitment fee of 0.50% on undrawn amounts and a letter 
of credit participation fee at an annual rate equal to the applicable margin as well as any applicable fronting fees, 
each of which is payable quarterly in arrears. 


The Credit Facility contains customary restrictive covenants, including covenants that restrict (subject in 
certain instances to minimum thresholds or exceptions) the ability of the Company and certain of its subsidiaries 
to incur additional indebtedness, create liens, merge or make acquisitions, dispose of assets, enter into leases, 
sale/leasebacks or acquisitions of capital stock, and make distributions, dividends, loans, guarantees, investments 
or capital expenditures, among other things. In addition, the Credit Facility contains certain financial covenants, 
the most restrictive of which include: (i) minimum required consolidated net worth as of any fiscal quarter end 
(total stockholders’ equity plus the liquidation preference of outstanding convertible preferred shares) to be at 
least $55 million plus adjustments for future net income and equity issuances, if any, (ii) minimum consolidated 
assets under management of $15.0 billion (excluding money market funds) as of each quarter end, (iii) a 
minimum interest coverage ratio (generally, adjusted EBITDA to interest expense as defined in and for the 
period specified in the Credit Facility agreement) of at least 2.75:1 as of any fiscal quarter end through 
December 31, 2009 and 3.00:1 as of any fiscal quarter end on and after March 31, 2010, and (iv) a leverage ratio 
(generally, total indebtedness as of any date to adjusted EBITDA as defined in and for the period specified in the 
Credit Facility agreement) of no greater than 3.50:1 through March 30, 2010 and 2.75:1 thereafter. For purposes 
of the Credit Facility, adjusted EBITDA generally means, for any period, net income of the Company before 
interest expense, income taxes, depreciation and amortization expense, and excluding non-cash stock-based 
compensation, unrealized mark-to-market gains and losses, certain severance, and certain non-cash non-recurring 
gains and losses as described in and specified under the Credit Facility agreement. At December 31, 2009, the 
Company was in compliance with all financial covenants. 


The Credit Facility agreement also contains customary provisions regarding events of default which could 
result in an acceleration of amounts due under the facility, including failure to pay principal or interest when due, 
failure to satisfy or comply with covenants, change of control, certain judgments, invalidation of liens, and cross- 
default to other debt obligations. 


In connection with the Company’s entry into the Credit Facility, on September 1, 2009 the Company repaid 
the previously outstanding $18.0 million note payable principal in full along with unpaid and accrued interest 
using $15.0 million of proceeds from the Credit Facility and $3.0 million of cash on hand. 


Series B Convertible Preferred Stock 


We currently have $45.0 million of Series B Convertible Preferred Stock (“Series B”’) outstanding which is 
held by Harris Bankcorp. At December 31, 2009, 45,000 shares of Series B were authorized, issued and 
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outstanding. The Series B is entitled to one vote for each share of our common stock into which the Series B is 
then convertible on all matters to be voted on by our shareholders, other than the election of directors; provided 
that the Series B is entitled to vote as a separate class to elect a Series B director (and Harris Bankcorp is entitle 
to nominate another director for election by our common stock). In addition, the Series B is entitled to vote 
separately as a class on certain corporate transactions, including, among other things, any merger or sale of all or 
substantially all of the assets of the Company or its subsidiaries (or similar transactions); any issuance of equity 
securities of the Company or its subsidiaries, except in certain limited circumstances; or our repurchase or other 
acquisition of our outstanding common stock. Additional significant terms of the Series B Convertible Preferred 
Stock and the rights of Harris Bankcorp pursuant to the Investment Agreement and Series B Certificate of 
Designations are as follows: 


Dividends 


The holders of our Series B are entitled to receive dividends, when and if declared by the Company’s board 
of directors (excluding those directors that represent Harris Bankcorp who do not vote on Series B dividends), 
equal to 8.0% per annum of the stated value of the Series B, before any dividends are declared or paid upon any 
equity securities of the Company that rank junior to the Series B with respect to payment of dividends or rights 
upon liquidation. Subject to certain limitations, these dividends may be paid either in cash or additional shares of 
our Series B at the discretion of the Company. In addition, the holders of our Series B are entitled to share in any 
dividends paid on shares of our common stock on a pro rata basis with the holders of our common stock. 


Dividends payable on our Series B Convertible Preferred Stock are cumulative and will continue to 
accumulate daily, whether or not declared and paid and whether or not there are net profits legally available for 
the payment of dividends. Subject to certain exceptions, if the Company fails to pay any dividend required to be 
paid to the holders of the Series B Convertible Preferred Stock, no dividends may be declared or paid on any 
common stock or other junior stock, and no redemption, or acquisition of our common stock may be made by the 
Company until all required dividends on our Series B Convertible Preferred Stock have been paid in full. Under 
the terms of our Credit Facility, payment of dividends on the Series B Convertible Preferred Stock may not 
exceed 75% of free cash flow (as defined in the Credit Facility) for any quarter and are also restricted from being 
declared and paid if a default or event of default exists. When declaring the quarterly dividends, considerations of 
the board of directors include whether funds are lawfully available for payment of the dividend, our liquidity 
position and capital requirements, limitations imposed by any outstanding debt arrangements, the capital market 
environment and operating results and outlook. For the year ended December 31, 2009, $2.9 million of dividends 
have been declared and paid to holders of Series B Convertible Preferred Stock and $0.9 million has been 
accrued as of December 31, 2009. On March 4, 2010, the Board of Directors of the Company declared cash 
dividends on its Series B Convertible Preferred Stock for the three month periods ended December 31, 2009 of 
$0.9 million which the Company expects to pay in March of 2010. 


In the event that the Company at any time elects to pay the quarterly dividend on the Series B in additional 
shares of preferred stock, any such issued preferred shares could also be converted into shares of the Company’s 
common stock, which, if such conversion were to occur, would result in additional dilution of the Company’s 
common stock. In addition, any additional shares of Series B issued would generally be entitled to all other rights 
our of the current Series B shares. 


Future Equity Financing 


If, at any time prior to December 31, 2010, the Company decides to raise equity financing (other than to 
issue shares pursuant to an employee benefit plan, an acquisition or a stock split, dividend or recapitalization), we 
must offer Harris Bankcorp the initial opportunity to provide such financing up to a principal amount of $25 
million of newly issued preferred stock. This right is only available if Harris Bankcorp, or any affiliate, holds at 
least 10% of our outstanding common stock (including shares issuable on the conversion of our Series B), and is 
subject to receipt of the approval by the board of directors and shareholders of our funds. Any newly issued 
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preferred stock will have the same terms as the current Series B, except with respect to the conversion price. The 
conversion price for any new Series B will be the lower of (i) the then applicable conversion price of the Series B 
and (ii) the current average price of our common stock over the ten trading days immediately prior to the 
execution of this additional financing right. As a result, should Harris Bankcorp choose to exercise the right it 
could cause the financing to be more expensive than financing we might otherwise obtain in the absence of such 
right. 


In the event that Harris Bankcorp exercises this additional financing right and, as a result, beneficially owns 
in excess of 33% of our outstanding common stock (including shares issuable on the conversion of Series B) 
Harris Bankcorp will have the right to appoint one additional member to our Board, subject to regulatory 
considerations. If the consummation of the additional financing would result in an assignment of the investment 
advisory contracts of our clients (within the meaning of the Investment Company Act and the Investment 
Advisers Act), then the Company and Harris Bankcorp would structure the new securities to be issued (including, 
without limitation, by altering voting rights granted to Harris Bankcorp) to ensure that such an assignment will 
not occur. 


Investor Put Right and Company Call Option 


At any time after October 31, 2011, Harris Bankcorp has the right to require the Company to repurchase 
9,783 shares of the Series B for a purchase price equal to the liquidation preference of the Series B. The price 
may be payable by the Company in cash or, at the election of the Company, with two senior promissory notes of 
equal amounts with terms of one and two years, respectively, with interest payable at LIBOR plus 3.00% per 
annum. The put right is guaranteed by PNX. 


At any time prior to the exercise of the investor put right described above, the Company has the right to 
repurchase 9,783 shares of the Series B for a purchase price equal to the liquidation preference of the Series B. 


The put right and the call option will expire should the average closing price of the Company’s common 
stock during any five consecutive trading day period exceed the conversion price per share of the Series B. The 
put right and the call option will also expire as to any shares of the Series B previously converted into Company 
common stock. 


Liquidation Preference 


Upon a liquidation of the Company, and after satisfaction of creditors and before any distribution is made to 
holders of any junior stock, holders of Series B will be entitled to receive a per share amount equal to the greater 
of (i) the stated value then in effect, plus any accumulated but unpaid dividends thereon through the date of 
liquidation, or (ii) the amount holders of Series B would be entitled to receive immediately prior to such 
liquidation if their Series B were converted into Company common stock at the conversion rate then in effect 
immediately prior to such liquidation, plus all declared accumulated but unpaid dividends on our Company 
common stock through the date of liquidation (the greater of (i) and (ii) is called the “liquidation preference’’). 


Conversion 


Holders of Series B may convert any or all of their shares into shares of Company common stock at any 
time at the conversion rate set out below. In the event that the holders of a majority of the outstanding Series B 
approve a conversion of the Series B, all of the shares of Series B will be converted automatically into shares of 
Company common stock at the conversion rate set out below. 


The conversion rate for each share of Series B is currently 38.3139 shares of our common stock for each 
share of Series B. The conversion rate is subject to customary anti-dilution adjustments. In the event that the 


closing price of our common stock exceeds 175% of the then applicable conversion price for at least twenty days 
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out of the previous thirty days on which our common stock has traded, we may elect to cause each share of Series 
B to be converted into shares of our common stock at the conversion rate then in effect. However, holders of 
Series B may elect to retain their shares of Series B and forfeit their right to thereafter participate in any 
dividends paid on our common stock. 


Redemption 


At any time after October 31, 2014, we will have the option, on not less than 30 days’ notice to all holders, 
to redeem all (but not less than all) of the outstanding shares of Series B for cash consideration equal to the 
liquidation preference plus all accumulated and unpaid dividends and all accrued interest at a rate of LIBOR plus 
3% per annum. At the election of the holders of a majority of the Series B, the Series B may be converted into 
shares of common stock immediately prior to any such redemption by us at the conversion rate then in effect. At 
any time after October 31, 2015, the holders of Series B will have the option to require us to redeem any or all of 
the outstanding shares of their Series B for cash consideration equal to the liquidation preference thereof plus any 
accumulated and unpaid dividends and all accrued interest thereon a rate of LIBOR plus 3% per annum. 


Other 


In addition, Harris Bankcorp has agreed to certain restrictions on transfer until June 30, 2011 and limited 
standstill restrictions until December 31, 2011. 


The above summary of the rights and terms of the Series B and the Investment Agreement is subject in its 
entirety to the Certificate of Designations and Investment Agreement filed as Exhibits 3.4 and 10.8 to this 
Form 10-K. 


Contractual Obligations 


The following table summarizes our contractual obligations as of December 31, 2009: 


Payments Due 


Less Than More Than 
Total 1 Year 1-3 Years 3-5 Years 5 Years 


($ in millions) 


Lease: Ob Satins iiie3 et eae coke os eet ope Re ee ees $11.6 $3.0 $ 3.0 $2.4 $ 3.2 
Credit Facility, including interest (1) ................0.0. 15.9 0.5 15.4 —_— — 
Total 0 o0hc nenieth este Pada tase teas onde’ $27.5 $3.5 $18.4 $ 2.4 $ 3.2 


(1) At December 31, 2009, the Company has $15.0 million outstanding under the Credit Facility that has a 
variable interest rate. Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, 
at the Company’s option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate, 
plus an applicable margin that ranges from 1.75% to 3.50%. At December 31, 2009, the interest rate in 
effect for the Credit Facility was 3.50%. Payments due are estimated based on the interest rate of 3.5% in 
effect on December 31, 2009. 


The table does not include the 8% annual cumulative dividend on our Series B Convertible Preferred Stock, 
payable quarterly, in cash or in additional shares of Series B Convertible Preferred Stock. In addition, in certain 
cases, Harris Bankcorp can put the Series B Convertible Preferred Stock to the Company which is not reflected in 
the above table. For additional information concerning the Series B Convertible Preferred Stock, see “Series B 
Convertible Preferred Stock” above. 
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Impact of New Accounting Standards 


For a discussion of accounting standards, see Note 2 to our consolidated financial statements for more 
information. 


Critical Accounting Policies and Estimates 


Our financial statements and the accompanying notes are prepared in accordance with Generally Accepted 
Accounting Principles (“GAAP”), which requires the use of estimates. Actual results will vary from these 
estimates. Management believes the following critical accounting policies are important to understanding our 
results of operations and financial position. 


Goodwill 


As of December 31, 2009, the carrying amount of goodwill was $5.0 million. Goodwill represents the 
excess of purchase price of acquisitions over the fair value of identified net assets and liabilities acquired. 
For goodwill, impairment tests for the Company are performed annually, or more frequently, should 
circumstances change which would indicate the fair value of goodwill is below its carrying amount. We have 
determined that the Company has only one reporting unit. 


For our annual impairment test performed as of October 31, 2009, we estimated fair value based on 
consideration of several valuation techniques, which included (i) market-based multiple model, (ii) discounted 
cash flow model and (iii) market capitalization. For the year ended December 31, 2009, there were no goodwill 
impairments as the estimated fair value of goodwill was substantially in excess of its carrying value. Consistent 
with the overall market conditions in 2009, with the S&P 500 up approximately 23% for the year ended 
December 31, 2009, there were significant improvements in key valuation assumptions used in management’ s 
valuation as compared to the prior year. Key assumptions included in our valuation included a discount rate of 
17.0%, a long-term growth rate of 6.7% and operating margins of 17.0% and an average revenue multiple of 1.8x 
revenues. A 10% change in the key assumptions used would not have resulted in an impairment charge. 


For the year ended December 31, 2008, we recorded total goodwill impairments of $449.0 million as a 
result of the changes in the market environment, specifically the equity market declines and a marked decrease in 
credit market liquidity. To determine the reporting unit fair value at annual and interim testing dates, 
management used a composite valuation derived from the methodologies described below. 


Market-based multiple model—The significant assumptions used in assessing the implied valuation include 
the average trading multiples of peer asset management companies based on revenues. The average revenue 
multiple used was 1.2x revenues. A 10.0% decrease in the revenue multiple used would have increased the 
impairment charge by $4.5 million. 


Discounted cash flow model—The significant assumptions used in the discounted cash flow model include 
projected revenue growth rates, operating margins and the discount rate used to determine the present value of 
the cash flows. Projected revenues are assumed to have a 5.0% long-term growth rate, operating margins are 
estimated at approximately 12.0% and projected net cash flows are discounted at 17.0% to determine the present 
value. The discount rate is based on an estimated cost of capital that reflects the current economic conditions. A 
decrease to 2.5% in the growth rate applied to gross revenues would have increased the impairment charge by 
$4.0 million, a decrease of 100 basis points in the operating margin assumption would have increased the 
impairment by $2.0 million and an increase in the discount rate to 19.5% would have increased the impairment 
charge by $4.2 million. 


In addition to the market-based multiple model and discounted cash flow model, to a lesser extent, we also 
considered market capitalization of our Company based on initial trading of our common stock in the first week 
of January 2009, as no trading occurred prior to that date, as well as the implied valuation from the preferred 
equity investment in our Company in the fourth quarter of 2008. 


42 


In weighting the valuation methods described above, we applied a weighting of 40% for each of the market- 
based multiple model and the discounted cash flow model. More weight was given to these methods as 
management believed they provided the most consistent and reliable means from which to measure fair value 
during times of significant volatility. The Company weighted the market capitalization method at 10% since the 
Company had no history trading as a public company and volatility in markets may not have provided the most 
accurate depiction of fair value. The Company weighted the implied valuation from preferred stock at 10% since 
the instrument contained features that resemble both debt and equity and, therefore, provided a less reliable 
depiction of pure equity value. Had the Company weighted these four techniques evenly, the impairment charge 
would have increased by $4.5 million. 


Significant deterioration in markets or declines in revenue or in the value of the Company could result in 
future impairment charges. 


Indefinite-Lived Intangible Assets 


As of December 31, 2009, the carrying values of indefinite-lived intangible assets were $29.5 million. 
Indefinite-lived intangible assets are comprised of investment advisory contracts with affiliated closed-end 
registered investment companies. Indefinite-lived intangible asset impairment tests are performed annually, or 
more frequently should circumstances change which would reduce the fair value below its carrying value. 


The Company estimated fair value of intangible assets using a discounted cash flow analysis. Management 
believes a discounted cash flow analysis is most appropriate in valuing the indefinite-lived intangible assets 
because it has concluded that it is a likely method that would be utilized by market participants. The key 
variables impacting the valuation of the intangible assets under this model include the discount rate and assets 
under management related to the relevant investment advisory contracts. 


For the year ended December 31, 2009, there were no indefinite-lived intangible asset impairments as the 
estimated fair value of indefinite-lived intangible assets was substantially in excess of its carrying value. 
Consistent with the overall market conditions in 2009, with the S&P 500 up approximately 23% for the year 
ended December 31, 2009, there were significant improvements in key valuation assumptions used in 
management’s valuation as compared to the prior year. For our annual impairment test performed as of 
October 31, 2009, the discount rate applied in the calculation used by the Company was 15.0%, based on an 
estimated cost of capital that reflects the current economic conditions. A 2.5% increase in the discount rate to 
17.5% would not result in an impairment charge. A 10.0% decrease in assets under management underlying these 
investment advisory contracts would not result in an impairment charge. 


During the year ended December 31, 2008, the Company recorded a $43.8 million impairment charge as a 
result of the changes in the market environment, specifically the equity market declines, a marked decrease in 
credit market liquidity and unprecedented government intervention in the financial markets. For our annual 
impairment test performed as of October 31, 2008, the discount rate applied in the calculation used by the 
Company was 17.0%, based on an estimated cost of capital that reflected the then current economic conditions. A 
2.5% increase in the discount rate to 19.5% would result in additional impairment of $3.5 million. A 10.0% 
decrease in assets under management underlying these investment advisory contracts would result in additional 
impairment of $2.9 million. 


Significant deterioration in markets or declines in revenue or in the value of the Company could result in 
future impairment charges. 


Definite-Lived Intangible Assets 


As of December 31, 2009, the carrying values of definite-lived intangible assets were $25.4 million. 
Definite-lived intangible assets are comprised of acquired investment advisory contracts. The Company monitors 
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the useful lives of definite-lived intangible assets and revises the useful lives, if necessary, based on the 
circumstances. Significant judgment is required in estimating the period that these assets will contribute to our 
cash flows and the pattern over which these assets will be consumed. A change in the remaining useful life of any 
of these assets could have a significant impact on our amortization expense. All amortization expense has been, 
and continues to be, calculated on a straight-line basis. 


For definite-lived intangible assets, impairment testing is performed whenever events or changes in 
circumstances indicate that the carrying amount may not be recoverable. If the Company determines the carrying 
value of the definite-lived intangible assets is less than the sum of the undiscounted cash flows expected to result 
from the asset we will quantify the impairment using a discounted cash flow model. 


The key assumptions in the discounted cash flow model include: 
e estimated remaining useful life of the intangible asset; 
e discount rate; 
e Investment management fee rates on assets under management; and 


e market expense ratio factor. 


During the year ended December 31, 2009, no events or circumstances occurred that indicated the carrying 
value of definite-lived intangible assets might be impaired and therefore no impairment tests were performed 
during this period. 


During the year ended December 31, 2008, the Company recorded definite-lived intangible assets 
impairment charges totaling $66.7 million. An interim test was triggered by management’s assessment that 
declines in assets and revenue supporting the advisory contracts coupled with a notice of termination from one 
large account required such a test. Other impairment tests were performed as the result of management’s 
assessment that the carrying amount of the definite lived intangible assets may not be recoverable as a result of 
changes in the market environment, primarily driven by equity market declines. Other contributors to the 
assessment were a marked decrease in credit market liquidity and unprecedented government intervention in the 
financial markets. 


Of the key assumptions considered, both the remaining useful lives and the discount rate are significant 
assumptions in the discounted cash flow model. A one-year decrease in the remaining useful life of definite-lived 
intangible assets would have resulted in an additional $0.7 million of intangible asset impairments and a 2.5% 
increase from the 17.0% discount rate that was used in the model to a 19.5% discount rate would have increased 
the impairment charge by $1.9 million. 


In 2008, the Company had $5.7 billion of institutional account redemptions. Of that amount, $5.3 billion 
was from one affiliated manager, of which $3.7 billion was from a single account relationship. The Company 
believes that the useful life for the remaining $2.1 million of institutional definite-lived intangible assets is 
approximately nine years given the characteristics of the remaining assets under management. These 
characteristics include both long standing relationships with remaining clients and product performance of 
remaining assets under management. Management estimates remaining useful lives using its historical 
experience and long-term operating trends. This results in a range of 2-16 years, depending on the product. 


Significant deterioration in markets or declines in revenue or in the value of the Company could result in 
future impairment charges. 


Revenue Recognition 


Investment management fees are recorded as income during the period in which services are performed. 
Investment management fees, which are accrued monthly, are earned based upon a percentage of assets under 
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management, and are paid pursuant to the terms of the respective investment management contracts, which 
generally require monthly or quarterly payment. Management fees for structured finance products, such as CLOs 
and CDOs, that accrue as services are rendered but are subordinate to other interests and payable only if certain 
financial criteria of the underlying collateral are met, are recorded as income when the structured finance 
products are in compliance with required financial criteria and collectibility is reasonably assured. The Company 
accounts for investment management fees in accordance with ASC 605, Revenue Recognition, and has recorded 
its management fees net of fees paid to unaffiliated advisors. Amounts paid to unaffiliated sub-advisors for the 
years ended December 31, 2009, 2008 and 2007 were $19.0 million, $17.7 million and $21.6 million, 
respectively. 


Investment management fees are calculated based on our assets under management. We rely on data 
provided to us by mutual funds and custodians in the pricing of assets under management, which are not reflected 
within our consolidated financial statements. The boards of our mutual funds and management of custodians of 
the assets we manage have formal pricing policies and procedures over pricing of investments. Given our 
reliance on the data provided to us by the mutual funds and the custodians in the pricing of the assets under 
management, management has established internal procedures to corroborate that mutual fund and custodial 
pricing appears adequate and has implemented processes to ensure valuation discrepancies are investigated and 
resolved. 


Distribution and service fees are earned based on a percentage of assets under management and are paid 
monthly pursuant to the terms of the respective distribution and service fee contracts. 


Administration and transfer agent fees consist of fund administration fees, transfer agent fees, fiduciary fees 
and underwriter fees. Fund administration fees are earned based on the average daily assets in the funds. Transfer 
agent fees are earned based on a contractual amount plus a fee based on the number of accounts at the end of a 
month. Fiduciary fees are recorded monthly based on the number of 401(k) accounts. Underwriter fees are sales- 
based charges on sales of certain class A-share mutual funds. The Company outsources certain back office 
functions related to administration and transfer agent fees. Administration fees are reported on a gross basis and 
transfer agent fees are reported on a net basis in accordance with ASC 605, Revenue Recognition. Transfer agent 
fees, which are reported net of payments to third-party service providers, for the years ended December 31, 2009, 
2008 and 2007 were $4.3 million, $4.4 million and $6.5 million, respectively. 


Accounting for Income Taxes 


Significant judgment is required in determining the provision for income taxes and, in particular, any 
valuation allowance recorded against our deferred tax assets. We concluded that a valuation allowance on 
substantially all of the Company’s deferred tax assets at December 31, 2009 is required. Our methodology for 
determining the realizability of deferred tax assets involves estimates of future taxable income from our 
operations and consideration of available tax planning strategies and actions that would be implemented by us, if 
necessary, as well as the expiration dates and amounts of carry forwards related to net operating losses and 
capital losses. These estimates are projected through the life of the related deferred tax assets based on 
assumptions that we believe to be reasonable and consistent with demonstrated operating results. The projection 
also includes consideration of the reversal of deferred tax liabilities that are in the same period and jurisdiction 
and are of the same character as the temporary differences that gave rise to the deferred tax assets. Changes in 
future operating results not currently forecasted may have a significant impact on the realization of deferred tax 
assets. 


Prior to December 31, 2008, the Company was included in the consolidated federal income tax return filed 
by PNX and was a party to a tax sharing agreement by and among PNX and its subsidiaries. In accordance with 
this agreement, federal income taxes for the years ended December 31, 2008 and 2007 were allocated as if they 
had been calculated on a separate company basis, except that benefits for any net operating loss were provided to 
the extent such loss was utilized in the consolidated federal tax return. Deferred tax assets and/or liabilities were 
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determined by multiplying the differences between the financial reporting basis and the tax reporting basis for 
assets and liabilities by the enacted tax rates expected to be in effect when such differences were recovered or 
settled. The effect on deferred taxes of a change in tax rates was recognized in income in the period that included 
the enactment date. 


The tax separation agreement (the “Agreement’’) between Virtus and PNX as of December 31, 2008, as 
amended on April 8, 2009, required PNX to make certain elections and waivers. The Agreement provided for a 
waiver of tax basis by PNX in an amount that was necessary to preserve (i) the deferred tax assets of $112.5 
deferred tax assets reported as of December 31, 2008, which under generally accepted accounting principles, 
represents temporary differences and is recorded in the financial statements and (11) tax basis in stock of 
subsidiary entities which, under generally accepted accounting principles, is not recorded in the financial 
statements. In September 2009, our former parent company filed its 2008 consolidated federal income tax return, 
which included Virtus as a majority-owned subsidiary. 


In its federal income tax filing, PNX provided a waiver of tax basis sufficient to preserve the Company’s tax 
basis in intangible assets. The waiver and elections made by PNX and included in their tax return were 
contemplated and reflected in the Company’s deferred tax assets reported as of December 31, 2008. Based on our 
review of the information filed in the tax return, there were no significant changes in previously reported deferred 
tax assets. Deferred tax assets and liabilities and the corresponding valuation allowance have been adjusted, as 
necessary with no net impact to the Company’s income tax expense, to reflect changes in estimates that were 
identified based on the return filed by our former parent company. 


Uncertain tax positions taken by the Company are accounted for under ASC 740, Income Taxes, which may 
require certain benefits taken on a tax return to not be recognized in the financial statements when there is the 
potential for certain tax positions to be successfully challenged by the taxing authorities. 


Loss Contingencies 


The likelihood that a loss contingency exists is evaluated using the criteria of ASC 450, Loss Contingencies, 
and is recorded if the likelihood of a loss is considered both probable and reasonably estimable at the date of the 
financial statements. We believe that we have considered relevant circumstances that we may be currently 
subject to, and the financial statements accurately reflect our reasonable estimate of the results of our operations, 
financial condition and cash flows for the years presented. 
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 
Market Risk 


Our exposure to market risk is directly related to our role as investment advisor for the funds and accounts 
we manage as investment advisor. Most of our revenue for the three years ended December 31, 2009 was derived 
from investment management, distribution and fund administration fees, which are typically based on the market 
value of assets under management. Accordingly, a decline in the prices of securities would cause our revenue and 
income to decline due to a decrease in the value of the assets we manage. In addition, such a decline could cause 
our clients to withdraw their funds in favor of investments offering higher returns or lower risk, which would 
cause our revenue and income to decline further. 


We are also subject to market risk due to a decline in the market value of our investments, consisting 
primarily of marketable securities. At December 31, 2009, the fair value of marketable securities was $9.4 
million. Assuming a 10% increase or decrease in the fair value of marketable securities at December 31, 2009, 
our net loss would change by $0.8 million and our total comprehensive loss would change by $0.9 million for the 
year ended December 31, 2009. 


Interest Rate Risk 


In connection with the Company’s entry into the Credit Facility, on September 1, 2009 the Company repaid 
the previously outstanding note payable, which had a fixed interest rate of 9.00% per annum. At December 31, 
2009, the Company has $15.0 million outstanding under the Credit Facility that has a variable interest rate. 
Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the Company’s option, 
either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate, plus an applicable margin that 
ranges from 1.75% to 3.50%. At December 31, 2009, the interest rate in effect for the Credit Facility was 
3.50%. A hypothetical 100 basis point change in interest rates for the year ended December 31, 2009 assuming 
our Credit Facility was in place on January 1, 2009 would have changed our interest expense by approximately 
$0.2 million. 


Item 8. _‘ Financial Statements and Supplementary Data. 


The Audited Consolidated Financial Statements, including the Report of Independent Registered Public 
Accounting Firm, required by this item are presented beginning on page F-1. 


Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure. 


None. 


Item 9A. Controls and Procedures 
Disclosure Controls and Procedures 


We maintain disclosure controls and procedures designed to ensure that information required to be disclosed 
in reports filed under the Exchange Act is recorded, processed, summarized and reported within the specified 
time periods, and that such information is accumulated and communicated to management, including the 
Company’s Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions 
regarding required disclosure. 


Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, 
evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) 
of the Exchange Act) as of the end of the period covered by this Annual Report on Form 10-K. Based on their 
evaluation, as of the end of the period covered by this Form 10-K, the Company’s Chief Executive Officer and 
Chief Financial Officer have concluded that the Company’s disclosure controls and procedures were effective as 
of the end of the period covered by this Annual Report on Form 10-K. 
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Management’s Report on Internal Control over Financial Reporting 


Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, is 
responsible for establishing and maintaining adequate internal control over financial reporting, as defined in Rule 
13a-15(f) of the Exchange Act. Because of its inherent limitations, internal control over financial reporting may 
not prevent or detect misstatements. Projections of any evaluation of effectiveness to future periods are subject to 
the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance 
with the policy or procedures may deteriorate. Under the supervision and with the participation of our 
management, including our Chief Executive Officer and Chief Financial Officer, we have conducted an 
evaluation of the effectiveness of our internal control over financial reporting as of December 31, 2009 based 
upon the Internal Control-Integrated Framework issued by the Committee of Sponsoring Organization of the 
Treadway Commission. Based on this evaluation management, including our Chief Executive Officer and Chief 
Financial Officer, have concluded that our internal control over financial reporting was effective as of 
December 31, 2009. 


The effectiveness of our internal control over financial reporting as of December 31, 2009 has been audited 
by PricewaterhouseCoopers LLP, our independent registered public accounting firm, as stated in their report 
which is included in Item 15 of this Form 10-K. 


Changes in Internal Controls over Financial Reporting 


There have been no significant changes in our internal control over financial reporting (as defined in Rule 
13a-15(f) or 15d-15(f) of the Exchange Act that occurred during the quarter ended December 31, 2009 that have 
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting. 


Item 9B. Other Information 


None. 
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PART Ill 


Item 10. Directors, Executive Officers and Corporate Governance. 


The information concerning the Company’s directors and nominees under the caption “Item 1—Election of 
Directors” and the information concerning the Audit Committee and the “audit committee financial expert” under 
the caption “Corporate Governance—Audit Committee” in the Company’s Proxy Statement for the Company’s 
2010 Annual Meeting of Shareholders, information concerning the Company’s executive officers under the 
caption “Executive Officers,” and the information under the caption “Section 16(a) Beneficial Ownership 
Reporting Compliance” in the Company’s Proxy Statement for the Company’s 2010 Annual Meeting of 
Shareholders, are incorporated herein by reference. 


The Company has adopted a Code of Conduct that applies to the Company’s chief executive officer, senior 
financial officers and all other Company employees, officers and Board members. The Code of Conduct is 
available on the Company’s website, www.virtus.com, under “Investor Relations,” and is available in print to any 
person who requests it. Any substantive amendment to the Code of Conduct and any waiver in favor of a Board 
member or an executive officer may only be granted by the board of directors and will be publicly disclosed on 
the Company’s website, www.virtus.com, under “Investor Relations.” 


The information concerning procedures by which shareholders may recommend director nominees set forth 
under the caption “Director Nomination Process” in the Company’s Proxy Statement for the Company’s 2010 
Annual Meeting of Shareholders, is incorporated herein by reference. 


Item 11. Executive Compensation. 


The information relating to executive compensation and the Company’s policies and practices as they relate 
to the Company’s risk management is set forth under the captions “Executive Compensation,” “Director 
Compensation,” “Corporate Governance—Compensation Committee Assessment of Compensation and 
Compensation Risk” and “Corporate Governance—Compensation Committee Interlocks and Insider 
Participation” in the Company’s Proxy Statement for the Company’s 2010 Annual Meeting of Shareholders, and 
is incorporated herein by reference. The information included under the caption “Executive Compensation— 
Report of Compensation Committee” in the Company’s Proxy Statement for the Company’s 2010 Annual 
Meeting of Shareholders is incorporated herein by reference but shall be deemed “furnished” with this report and 
shall not be deemed “filed” with this report. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters. 


The information set forth under the captions “Security Ownership by Certain Beneficial Owners and 
Management” and “Executive Compensation—Termination Payments and Change-in-Control Arrangements” in 
the Company’s Proxy Statement for the Company’s 2010 Annual Meeting of Shareholders is incorporated herein 
by reference. 
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The following table sets forth information as of December 31, 2009 with respect to compensation plans 
under which shares of our common stock may be issued: 


EQUITY COMPENSATION PLAN INFORMATION 


Number of shares to Number of shares remaining 
be issued upon available for future issuance 
exercise of Weighted-average under equity compensation 
outstanding options, exercise price of plans (excluding shares 
Plan Category warrants and rights outstanding options reflected in the first column) 


Equity compensation plans 

approved by security 

holders ..............0204- 886,987 $21.13 913,013 
Equity compensation plans not 

approved by security 

HOlders: 3.4. b awe sane — — — 
LOAD scsi 5 tides iprihasteddgracertaeh & 886,987 $21.13 913,013 


Item 13. Certain Relationships and Related Transactions, and Director Independence. 


The information set forth under the captions “Corporate Governance—Transactions with Related Persons” 
and “Corporate Governance—Director Independence” in the Company’s Proxy Statement for the Company’s 
2010 Annual Meeting of Shareholders is incorporated herein by reference. 


Item 14. Principal Accounting Fees and Services. 


The information regarding auditors fees and services and the Company’s pre-approval policies and 
procedures for audit and non-audit services to be provided by the Company’s independent registered public 
accounting firm set forth under the caption “Item 2—Ratification of the Appointment of the Independent 
Registered Public Accounting Firm” in the Company’s Proxy Statement for the 2010 Annual Meeting of 
Shareholders is incorporated herein by reference. 
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PART IV 


Item 15. Exhibits, Financial Statement Schedules. 


(a)(1) Financial Statements: The following Report of Independent Registered Public Accounting Firm and 
Consolidated Financial Statements of Virtus are included in this Report: 


Report of Independent Registered Public Accounting Firm 

Consolidated Statements of Operations for the Years Ended December 31, 2009, 2008 and 2007 
Consolidated Balance Sheets as of December 31, 2009 and 2008 

Consolidated Statements of Cash Flows for the Years Ended December 31, 2009, 2008 and 2007 


Consolidated Statements of Stockholders’ Equity for the Years Ended December 31, 2009, 2008 and 
2007 


Notes to Consolidated Financial Statements 


(a)(2) Financial Statement Schedules: 


All financial statement schedules have been omitted because the required information is either presented in 
the consolidated financial statements or the notes thereto or is not applicable or required. 
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Exhibits: 


The following exhibits are filed herewith or incorporated by reference: 


Exhibit 
Number Exhibit Description 


(2) Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession 


2.1 Separation Agreement, Plan of Reorganization and Distribution by and between The Phoenix 
Companies, Inc. and Virtus Investment Partners, Inc., dated as of December 18, 2008 (incorporated 
by reference to Exhibit 2.1 of the Registrant’s Form 10-12B/A—Amendment No. 4 to Form 10, filed 
December 19, 2008). 


(3) Articles of Incorporation and Bylaws 


3.1 Amended and Restated Certificate of Incorporation of Virtus Investment Partners, Inc., dated 
December 18, 2008 (incorporated by reference to Exhibit 3.1 of the Registrant’s Form 10-12B/A— 
Amendment No. 4 to Form 10, filed December 19, 2008). 


3.2 Amended and Restated Bylaws of Virtus Investment Partners, Inc., adopted on January 28, 2010 
(incorporated by reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K, filed 
February 2, 2010). 


3.3 Certificate of Designations of Series A Non-Voting Convertible Preferred Stock and Series B Voting 
Convertible Preferred Stock of Virtus Investment Partners, Inc. (f/k/a Virtus Holdings, Inc.), dated 
October 31, 2008 (incorporated by reference to Exhibit 4.2 of the Registrant’s Form 10-12B/A— 
Amendment No. 2 to Form 10, filed November 14, 2008). 


3.4 Certificate of Amendment of the Certificate of Designations of Series A Non-Voting Convertible 
Preferred Stock and Series B Voting Convertible Preferred Stock (incorporated by reference to 
Exhibit 3.1 of the Registrant’s Quarterly Report on Form 10-Q, filed August 13, 2009). 


3.5 Certificate of Designations of Series C Junior Participating Preferred Stock of Virtus Investment 
Partners, Inc., dated December 29, 2008 (incorporated by reference to Exhibit 3.1 of the Registrant’ s 
Current Report on Form 8-K, filed January 2, 2009). 


(4) Instruments Defining the Rights of Security Holders, Including Indentures 


4.1 Rights Agreement between Virtus Investment Partners, Inc. and Mellon Investor Services LLC, as 
Rights Agent, dated as of December 29, 2008 (adopted by the Registrant’s Board of Directors on 
December 18, 2008 including the form of Rights Certificate (as Exhibit B thereto) and the form of 
Summary of Rights (as Exhibit C thereto)) (incorporated by reference to Exhibit 4.1 of the 
Registrant’s Current Report on Form 8-K, filed January 2, 2009). 


4.2 Note in favor of The Bank of New York Mellon as Lender, dated as September 1, 2009 (incorporated 
by reference to Exhibit 4.1 of the Registrant’s Current Report on Form 8-K, filed September 4, 
2009). 


4.3 Note in favor of PNC Bank, National Association as Lender, dated as September 1, 2009 
(incorporated by reference to Exhibit 4.2 of the Registrant’s Current Report on Form 8-K, filed 
September 4, 2009). 


(10) Material Contracts 


10.1 Transition Services Agreement by and between The Phoenix Companies, Inc. and Virtus Investment 
Partners, Inc., dated as of December 18, 2008 (incorporated by reference to Exhibit 10.1 of the 
Registrant’s Form 10-12B/A—Amendment No. 4 to Form 10, filed December 19, 2008). 


10.2 Tax Separation Agreement between The Phoenix Companies, Inc. and Virtus Investment Partners, 
Inc., dated December 18, 2008 (incorporated by reference to Exhibit 10.2 of the Registrant’s 
Form 10-12B/A—Amendment No. 4 to Form 10, filed December 19, 2008). 
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Exhibit 
Number 


10.3 


*10.4 


# 10,5 


*10.6 


*10.7 


10.8 


10.9 


10.10 


10.11 


10.12 


10.13 


10.14 


Exhibit Description 


Employee Matters Agreement by and between The Phoenix Companies, Inc. and Virtus Investment 
Partners, Inc., dated December 18, 2008 (incorporated by reference to Exhibit 10.3 of the 
Registrant’s Form 10-12B/A—Amendment No. 4 to Form 10, filed December 19, 2008). 


Change in Control Agreement between George R. Aylward and Virtus Investment Partners, Inc., 
effective as of December 31, 2008 (incorporated by reference to Exhibit 10.4 of the Registrant’s 
Form 10-12B/A—Amendment No. 4 to Form 10, filed December 19, 2008). 


Virtus Investment Partners, Inc. Omnibus Incentive and Equity Plan, effective as of December 31, 
2008 (incorporated by reference to Exhibit 10.5 of the Registrant’s Form 10-12B/A—Amendment 
No. 4 to Form 10, filed December 19, 2008). 


Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, effective as of November 1, 
2008 (incorporated by reference to Exhibit 10.6 of the Registrant’s Form 10-12B/A—Amendment 
No. 2 to Form 10, filed November 14, 2008). 


Virtus Investment Partners, Inc. Amended and Restated Executive Severance Allowance Plan, 
effective as of February 2, 2009 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Current Report on Form 8-K, filed February 4, 2009). 


Investment and Contribution Agreement by and among Phoenix Investment Management Company, 
Virtus Investment Partners, Inc. (f/k/a Virtus Holdings, Inc.), Harris Bankcorp, Inc. and The Phoenix 
Companies, Inc., dated October 30, 2008 (incorporated by reference to Exhibit 10.8 of the 
Registrant’s Form 10-12B/A—Amendment No. 2 to Form 10, filed November 14, 2008). 


Loan Agreement by and between Phoenix Life Insurance Company and Phoenix Investment Partners, 
Ltd., dated December 30, 2005 (incorporated by reference to Exhibit 10.9 of the Registrant’s 
Form 10-12B/A—Amendment No. 4 to Form 10, filed December 19, 2008). 


First Amendment, dated June 1, 2006, to the Loan Agreement by and between Phoenix Life 
Insurance Company and Phoenix Investment Partners, Ltd., dated December 30, 2005 (incorporated 
by reference to Exhibit 10.10 of the Registrant’s Form 10-12B/A—Amendment No. 4 to Form 10, 
filed December 19, 2008). 


Loan Agreement by and between Phoenix Life Insurance Company, as Lender and Virtus Investment 
Partners, Inc., as Borrower, dated December 31, 2008 (incorporated by reference to Exhibit 10.1 of 
the Registrant’s Current Report on Form 8-K, filed January 6, 2009). 


Second Amendment, dated as of March 31, 2009, to the Loan Agreement by and between Phoenix 
Life Insurance Company, as Lender and Virtus Investment Partners, Inc., as Borrower (incorporated 
by reference to Exhibit 10.1 of the Registrant’s Current Report on Form 8-K, filed April 6, 2009). 


Guarantee and Collateral Agreement made by Virtus Investment Partners Inc. and certain of its 
Subsidiaries in favor of Phoenix Life Insurance Company, as Lender, dated as of December 31, 2008 
(incorporated by reference to Exhibit 10.2 of the Registrant’s Current Report on Form 8-K, filed 
January 6, 2009). 


Transaction Agreement by and among Harris Investment Management, Inc., Phoenix Investment 
Counsel, Inc., Harris Financial Corp. and Phoenix Investment Partners, LTD, dated as of March 28, 
2006 (incorporated by reference Exhibit 6.01 of the Form SC 13D, filed January 12, 2009 by Bank of 
Montreal, Harris Financial Corp. and Harris Bankcorp, Inc.). 


53 


Exhibit 
Number 


10.15 


10.16 


*10.17 


*10.18 


10.19 


10.20 


10.21 


*10.22 


(21) 
21.1 


(23) 
23.1 
(24) 
24.1 
31.1 


31.2 


32.1 


Exhibit Description 


Strategic Partnership Agreement by and between Harris Investment Management, Inc. and Phoenix 
Investment Counsel, Inc., dated as of March 28, 2006 (incorporated by reference to Exhibit 6.02 of 
the Form SC 13D, filed January 12, 2009 by Bank of Montreal, Harris Financial Corp. and Harris 
Bankcorp, Inc.). 


Amendment to Tax Separation Agreement, dated April 8, 2009, by and between The Phoenix 
Companies, Inc. and Virtus Investment Partners, Inc. (incorporated by reference to Exhibit 10.15 of 
the Registrant’s Annual Report on Form 10-K, filed April 10, 2009). 


Form of Non-Qualified Stock Option Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.4 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Restricted Stock Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.5 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Credit Agreement among Virtus Investment Partners, Inc., as Borrower, the lenders party thereto and 
The Bank of New York Mellon as Administrative Agent, Issuing Bank and Lead Arranger, dated as 
of September 1, 2009 (incorporated by reference to Exhibit 10.1 of the Registrant’s Current Report 
on Form 8-K, filed September 4, 2009). 


Guarantee Agreement among Virtus Investment Partners, Inc., each of the subsidiary guarantors 
thereto and The Bank of New York Mellon, as Administrative Agent, dated as of September 1, 2009 
(incorporated by reference to Exhibit 10.2 of the Registrant’s Current Report on Form 8-K, filed 
September 4, 2009). 


Security Agreement among Virtus Investment Partners, Inc., each of the other grantors thereto and 
The Bank of New York Mellon as Administrative Agent, dated as of September 1, 2009 
(incorporated by reference to Exhibit 10.3 of the Registrant’s Current Report on Form 8-K, filed 
September 4, 2009). 


Form of Indemnification Agreement (incorporated by reference to Exhibit 10.4 to the Registrant’s 
Quarterly Report on Form 10-Q, filed November 4, 2009). 


Subsidiaries of the Registrant 


Virtus Investment Partners, Inc., Subsidiaries List (incorporated by reference to Exhibit 21.1 of the 
Registrant’s Form 10-12B/A—Amendment No. 2 to Form 10, filed November 14, 2008). 


Consents of Experts and Counsel 

Consent of Independent Registered Public Accounting Firm 
Power of Attorney 

Power of Attorney. 


Certification of Registrant’s Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 


Certification of Registrant’s Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 


Certification of Registrant’s Chief Executive Officer and Chief Financial Officer pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002 


* Management contract, compensatory plan or arrangement. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Dated: March 8, 2010 
Virtus Investment Partners, Inc. 


By: /s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Chief Financial Officer 
(Principal Financial and Accounting Officer) 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities indicated as of March 8, 2010. 


/s/ Mark C. TREANOR /s/_ GEORGE R. AYLWARD 
Mark C. Treanor George R. Aylward 
Director and Non-Executive Chairman President, Chief Executive Officer and Director 


(Principal Executive Officer) 


/s/_ JAMES R. BAIO /s/_ SUSAN FLEMING CABRERA 
James R. Baio Susan Fleming Cabrera 
Director Director 
/s/ DIANE M. COFFEY /s/_ HuGH M.S. MCKEE 
Diane M. Coffey Hugh M. S. McKee 
Director Director 
/s/_ TtmotHy A. HOLT /s/_ Ross F. KAPPELE 
Timothy A. Holt Ross F. Kappele 
Director Director 


/s/ EDWARD M. SWAN, JR. 
Edward M. Swan, Jr. 
Director 
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Report of Independent Registered Public Accounting Firm 
To the Board of Directors and Stockholders of Virtus Investment Partners, Inc. 


In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of 
operations, changes in stockholders’ equity and comprehensive income and cash flows present fairly, in all 
material respects, the financial position of Virtus Investment Partners, Inc. and its subsidiaries at December 31, 
2009 and December 31, 2008, and the results of their operations and their cash flows for each of the three years 
in the period ended December 31, 2009 in conformity with accounting principles generally accepted in the 
United States of America. Also in our opinion, the Company maintained, in all material respects, effective 
internal control over financial reporting as of December 31, 2009, based on criteria established in Internal 
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (COSO). The Company’s management is responsible for these financial statements, for maintaining 
effective internal control over financial reporting and for its assessment of the effectiveness of internal control 
over financial reporting, included in Management’s Report on Internal Control over Financial Reporting under 
Item 9A. Our responsibility is to express opinions on these financial statements and on the Company’s internal 
control over financial reporting based on our audits (which was an integrated audit in 2009). We conducted our 
audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free of material misstatement and whether effective internal control over financial 
reporting was maintained in all material respects. Our audits of the financial statements included examining, on a 
test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting 
principles used and significant estimates made by management, and evaluating the overall financial statement 
presentation. Our audit of internal control over financial reporting included obtaining an understanding of 
internal control over financial reporting, assessing the risk that a material weakness exists, and testing and 
evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also 
included performing such other procedures as we considered necessary in the circumstances. We believe that our 
audits provide a reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


/s/ PricewaterhouseCoopers LLP 


March 5, 2010 
Hartford, Connecticut 
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Virtus Investment Partners, Inc. 
Consolidated Balance Sheets 


December 31, 


2009. ~—~S*«S 
($ in thousands, except share data) 
Assets 
Current Assets 
Cash and cash equivalents ......... 0.0.0 cece teen eens $ 28,620 $ 51,056 
Trading securities, at fair value ...... 0... cece eens 7,655 5,198 
Available-for-sale securities, at fair value 2... 0.0... 00. cee 1,789 1,216 
ACCOUNTS TECEIVADIE 2st Bo eRe Rae Rie Ree RRM a eee eee ewe 8 19,400 18,087 
Prepaid expenses and other assets ...... 0... cece 3,313 9,290 
‘Totalicutrentasseéts 4.5.3. 6d4048 48 26 8edeh oe bs is OE Oe eed 60,777 84,847 
Furniture, equipment, and leasehold improvements, net ............ 0.0.0 ee eee eee 8,241 5,895 
Intarigible:assets, Net 1. 66 sw ne sea ei ed eee ae oh oe Ce eae ee ee OS 54,844 60,985 
MOOG WAM oir tare, cesestands Sy apeee aed toteae sak areata testhene Geet seaeect asp at tos, revetateand acotees ShaeeSactanteetans 4,795 4,795 
Long-term investments and other assets ($2,143 and $0 at fair value, respectively) ..... 5,366 2,487 
MOtAalASSOUS. icy de tps ote ac ose bss ver Sips Geamaaiide 2 ldetewe oie tans by aede cuttin ah $ 134,023 $ 159,009 
Liabilities and Stockholders’ Equity 
Current Liabilities 
Accrued compensation and benefits ............ 0.00 ce cece eee eee $ 14,707 $ 22,867 
Accounts payable ju. saddest anand See Rees Oe HRe Ree eGlee eG Rey dade kets 4,406 4,567 
Income:taxes payable: sac 33.6i tances s ing heats boa hed Pore Ged eee ena eed 261 626 
Other acerved Wabi Mts: e.:2.2.' wc ace eB amet eats sie ced hieldeg o Sele deh ee nares ar eed 4,875 15,151 
Broker-dealer payable ..... 0.0... . cece ccc enn een eens 4,408 4,461 
Current portion of long-term debt ............. 0.0.0 eee eee — 4,000 
Total current liabilities 0... 0.000. ee ee eee 28,657 51,672 
Deferred taxes: Neb vi.icc ase haletiee cbeed Sw hd bdo ced deeded eee eae hea eed 8,567 8,527 
Lonestar Geb) 5.g.20cie dias ae Fee aces pid Gate ld aa ne ah Raa. aa Sw Bree veered 15,000 16,000 
Lease obligations and other long-term liabilities ......... 0.0.00... 0c ee ee eee eee 6,169 1,178 
Total labilitiEs: 2. ti se ep ed Fs: eared nese lets, herent A gag ah, ek Leader aed eae ie 2 58,393 77,377 


Commitments and Contingencies (Note 9) 
Series B redeemable convertible preferred stock (stated at liquidation value), $.01 par 
value, 45,000 shares authorized, issued and outstanding at December 31, 2009 ...... 45,900 45,000 


Stockholders’ Equity 
Common stock, $.01 par value, 1,000,000,000 shares authorized, 5,824,388 and 
5,772,076 shares issued and outstanding at December 31, 2009 and 2008, 


TESPCCUVELY: sncio. ois: decd iecaasd wabha doa. d eg a oenha uw Bdgsahek deg, ecaadudeal ead. aededonce id quasddstacdeaiedstel 58 58 
Additional paid-in capital .. 0.0... cece eee e en ens 902,962 903,825 
Accumulated deticit sa. ice:s..2.c2feacahe deavicale Set a Qaseat dpacieaatlacapdica stud boactiel adap a daud desler, geo Bah are (873,145) (866,661) 
Accumulated other comprehensive loss .......... 0.00: eee eee eee eee eee (145) (590) 

Total stockholders’ €quity 205: 0c¢sc0s cerca eee tele eveeemkee eee ne 29,730 36,632 
Total liabilities and stockholders’ equity ............ 0.0.0. e eee eee $ 134,023 $ 159,009 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Operations 


Years Ended December 31, 


ae 2 
($ in thousands, except per share data) 
Revenues 
Investment management fees ........ 0.0... cece eee ee eee $ 79,651 $ 127,637 $158,998 
Distribution and service fees... 0... 0.0... cc ee ee eee 23,227 30,210 36,467 
Administration and transfer agent fees ........ 0.0.0.0... 0.0 - eee ee eee 12,664 18,285 23,354 
Other income and fees ....... 20.0... 0c cette eens __ 1,610 ___ 2,142 __7,398 
Total TEVEnUES 6.0.33 54.055 oe Ca eee eS asd bn ee we es 117,152 178,274 226,217 
Operating Expenses 
EMploymMeEntseXPEnses . sas ie coins iascacap adores dea seae aa gguede tuna waged eee 57,113 83,091 94,478 
Distribution and administration expenses ........... 0.00.00 0c eee eee eee 29,939 41,345 50,089 
Other operating Expenses js. .42254:desesigacens acs: aha ola heate aegvace eee de ace shandcangestacs 26,630 45,323 44,438 
Restructuring and severance ......... 0... cece eee eee eens 1,102 4,793 371 
Goodwill and intangible asset impairment .......................000-, — 559,264 301 
Depreciation and other amortization ....... 00.0.0... 0c eee eee eee 1,920 1,132 1,095 
Amortization of intangible assets ... 0.0.0.0... cece eee eee 7,071 25,132 30,097 
Total operating expenses ..... 20... 0. eee cece eee eee 123,775 __ 760,080 _ 220,869 
Operating Income (Loss) ............... 0000 c eee cette eens (6,623) (581,806) 5,348 
Other Income (Expense) 
Realized and unrealized gain (loss) on trading securities ................. 1,699 (4,882) (792) 
Other inCoOmMe: (EXPENSE) ices -euh a acai dy die hed dcdsa wal deans Gere de Gund We aos eae (279) (2,191) 450 
Total other income (expense) ...... 2.0... eee eee eee eee __ 1,420 __(7,073) __ G4) 
Interest Income (Expense) 
Interest: ExXPense: sive Vouk de atic torte eater ee ea Siete eee oS (1,784) (2,620) (26,739) 
INGETESHAINCOME. ssssi.2.c006 G2 ae eho RB dad ake soa ewes ANN eee een Se 624 903 1,633 
‘L otal anterestiex pense: 4.5 cc5/ssauseievacane api a scecgaprace ens sarg eee auth ae’ bate (1,160) (1,717) (25,106) 
Loss Before Income Taxes ............... 00.00 c cece ee eee eee (6,363) (590,596) (20,100) 
Income tax expense (benefit) ... 0.0.0... eee eee eee 121 __ (61,508) __ 5,950) 
Net GOSS" gs 4454.04 60068 bo beue eieaa be eeed b tinea deeldaw sewed es (6,484) (529,088) (14,150) 
Preferred Stockholder Dividends ............ 0.00. (3,760) (470) — 
Net Loss Attributable to Common Stockholders ..................... $ (10,244) $(529,558) $(14,150) 
Weighted average shares outstanding—basic and diluted (in 
*thOUSANS)” 2 ecco cs earned eed hen da ERM ehns Ma RAe eee? 5,812 5,772 5,772 
Loss per share—basic and diluted ......... 2.0.0... cece cece eee $ (1.76) $ (91.75) $ (2.45) 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 
Consolidated Statements of Changes in Stockholders’ Equity and Comprehensive Income 


For the Years Ended December 31, 2009, 2008 and 2007 


Accumulated 
Other 


Common Stee Additional Accumulated Comprehensive 


Shares Par Value Paid-In Capital Deficit Income (Loss) Total 
($ in thousands) 
Balances at December 31, 2006 .......... 10,000 — 576,646 (323,168) 3 253,481 
Effect of adoption of new accounting 
PHiCiple- so stainseadatesaes eee ae — — — (255) — (255) 
INGtIOSS? 5, oct ete dir cen eae edead — a a (14,150) _ (14,150) 
Other comprehensive income: 
Net unrealized loss on securities 
available-for-sale ............ — — — — (49) (49) 
Total comprehensive loss ............ a — — — — (14,454) 
Contribution from former parent ...... — — 385,900 _ — 385,900 
Balances at December 31, 2007 .......... ___ 10,000 =. 962,546 (337,573) (46) 624,927 
INGU LOSS? secon cesecd. Sac ate acs wants putts anced — — (529,088) — (529,088) 
Other comprehensive income: 
Net unrealized loss on securities 
available-for-sale ............ — — — — (544) (544) 
Total comprehensive loss ............ (529,632) 
Preferred shareholder dividend........ — — (470) — — (470) 
Issuance of preferred stock ........... — — (45,000) — — (45,000) 
Distribution of tax attribute to former 
PaLeNt sig oes d pate ead ee ces — — (66,036) — — (66,036) 
Non-cash distribution of Goodwin 
Capital Advisors, Inc. to former 
Parent: cn -vas Soe oraca be duende s — a (8,427) — — (8,427) 
Cash contribution from former parent . . —_— — 38,094 _— _ 38,094 
Non-cash contribution from former 
Parent. ove Pea Beat na etek se — — 23,176 — — 23,176 
Consummation of spin-off transaction 
and distribution of common stock ... 5,762,076 58 (58) — — — 
Balances at December 31, 2008 .......... 5,772,076 58 903,825 (866,661) (590) 36,632 
Ne@tlOSS is wens txetaree cee ake dake — — — (6,484) — (6,484) 
Other comprehensive income: 
Net unrealized gain on securities 
available-for-sale ............ — — — — 445 445 
Total comprehensive loss ............ — — — — — (6,039) 
Preferred shareholder dividend........ — — (3,760) — — (3,760) 
Issuance of common stock ........... 52,312 — — — — — 
Stock-based compensation ........... 2,897 — — 2,897 
Balances at December 31, 2009 .......... 5,824,388 58 902,962 (873,145) (145) 29,730 


See Notes to Consolidated Financial Statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Cash Flows 


($ in thousands) 
Cash Flows from Operating Activities: 
INGO TOSS) a si aceasta Faas date ase eared extey Gisarars Seed biecws Sten ae as Seapls cind, Gass aacaeays Hoyas. Sige tabs 
Adjustments to reconcile net loss to net cash provided by operating activities: 
Amortization of intangible assets 2.1.0... eee eens 
Goodwill and intangible asset impairments ............ 0... eee 
Amortization of deferred COMMISSIONS 2.4 isis. 64 cs sca d ie dsc ks Roa ee eR Eee EEA 
Depreciation and other amortization ss.csccsciad dee eee taeda aKkd Coa eee wes hte 
StOCk-based COMPENSAUON ss oan eated aeons Mee ewene kare Bhi ceae eee memes 
Realized and unrealized (gains) losses on trading securities ............. 000.000.0000 
Sale (purchase) of trading securities, net... 0... ccc eee eee 
Equity in earnings of affiliates, net of dividends ............ 0.0.0... ccc ee eee eee 
Payments of deferred COMMISSIONS: 2.46045 oss Deed ee Dae eK Re eS Go OeeE eS 
DG PEPPER ARCS oy pisces ns ier squorstesit saansune ae ied pudsela ues’ g aan spe alt sas guts avenues cus acs areas geo 
Changes in operating assets and liabilities: 
ACCOUNTS TECCIVADIE 99 soo0c0s. ie snipuswe:'s es Cievi ser dum nessun ¥ Mite aus ieUb Aa ie eegpnen # Bie ei alorava ney ge be 
Prepaid expenses ‘and other:assets: cee eed eean Sem bk etn sie Bipdin uel gta ne een ene 
Accounts payable and accrued liabilities... 2.0.0.0... 0. cece eee eee eee 
Income: taxes payables.si005 60228 ea whsiebals Hnade kG evade wa ads oa eee eS 
Other Wabiities? s2.i5.cs eee te dG eo yew ece Nea dhgd ae Ln adasehs ty ahe WO cake 


Net cash provided by (used in) operating activities....................0000. 


Cash Flows from Investing Activities: 
Purchase of investment management contract .... 0.0.0... eee eee 
Capitallexpenditures: 424... icietnnssoes ee hea el gt bee gee tod ie Meee emote 
Purchase of available-for-sale securities . 00... 0... eee eee eee 


Net cash used in investing activities 1.00... .. eee ee eee 


Cash Flows from Financing Activities: 
Payment of preferred stockholder dividend .......... 00... c cece eects 
Repayment of long-term debt. oi... 66 ices oe sie cece oe ete we aie see ea aE Dee eS 
Proceeds from lons-term debt wi. iaids etc veliwa Sade ease sis wea ees gaa eE se OS 
Payment of deferred financing costs ...... 0... cece eee ee een eae 
Distribution to: former parent 03.05 e208 8s each vtbae Se tae bas hia eh peed ae Re OHS 
Contributions from: former parent oi c.cc20 cis cans Shaw aie teen ee cera aw ee cee eee 


Net cash provided by (used in) financing activities...................00000. 


Net increase (decrease) in cash and cash equivalents ...... 2... 0... cece cece eee eee 
Cash and cash equivalents, beginning of year... 6... ee cee eee 


Cash and Cash Equivalents, End of Year .............. 0000. c cece cece eee eee 


Supplemental Cash Flow Information: 
TSE SEPA 2 cc. canais Ar, leis od ob Soe stobe acre dade a Gch ere Ron H aeadlacunch Soeee Righ ness Seton ateraii acento doar 
Income taxes paid! (refunded), NEt 6... ciate eee eta a eee ee eee dea eee 
Non-Cash Financing Activities: 
Contribution from former parent 2.0.64 dc0 sce wceaa sum gee Wes aea ds ey eakew lows Eades Me eR 
Distribution of tax attributes to former parent ...... 0.0.0... eee cee eee 
Non-cash furniture, equipment and leasehold improvement additions .................. 


See Notes to Consolidated Financial Statements. 
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Years Ended December 31, 
2007 


2009 


2008 


$ (6,484) $(529,088) $(14,150) 


7,071 25,132 30,097 
= 559,264 301 
2,755 3,128 3,141 
1,920 1,132 1,095 
3,521 2,468 3,100 
(1,699) 4,882 792 
(758) 1,809 226 
295 2,054 (191) 
(3,605) (2,335) ~—-(3,887) 
40 (65,311) (7,242) 
(1,313) 10,757 2,182 
(342) (114) (251) 
(8,885) (11,226) —(9,317) 
(365) 3,799 12,019 
(3,801) = (4,929) 
(11,650) 6,351 12,986 
(1,043) (1,083) (1,123) 
(824) (4,800) (460) 
(128) (115) (107) 
(1,995) (5,998) (1,690) 
(2,860) 
(20,000) (22,019) — (69,243) 
15,000 = = 
(931) = = 
= (2,187) = 
= 38,094 60,900 
(8,791) 13,888 (8,343) 
(22,436) 14,241 2,953 
51,056 36,815 33,862 
$ 28,620 $ 51,056 $ 36,815 
$ 1,319 $ 8329 $ 30,802 
$ 368 $ (91) $(10,531) 
$ —  $ 23,176 $325,000 
$ —  $ (66,036) $ — 
$ (3,442) $ —- $ = 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements 


1. Organization and Business 


29 66. 99 66 99 66 


Virtus Investment Partners, Inc. (the “Company,” “we,” “us,” “our” or “Virtus”) operates primarily through 
its subsidiaries known as Virtus Investment Partners which commenced operations on November 1, 1995 through 
a reverse merger with Duff & Phelps Corporation. From 1995 to 2001, we were a majority-owned indirect 
subsidiary of The Phoenix Companies, Inc. (“PNX”’). On January 11, 2001, a subsidiary of PNX acquired the 
outstanding shares of the Company not already owned and the Company became an indirect wholly-owned 
subsidiary of PNX. On October 31, 2008, after the sale of convertible preferred stock to Harris Bankcorp, Inc. 
(“Harris Bankcorp’’), a subsidiary of the Bank of Montreal, we became an indirect, majority-owned subsidiary of 
PNX. On December 31, 2008, PNX distributed 100% of Virtus common stock to PNX stockholders in a spin-off 
transaction, excluding the net assets and business of the Company’s subsidiary, Goodwin Capital Advisers, Inc. 
(“Goodwin”), which had historically been a wholly owned subsidiary of the Company. Following the spin-off, 
PNX has no ownership interest in the Company and Harris Bankcorp owns 100% of the Company’s outstanding 
shares of Series B Convertible Preferred Stock. 


The Company, through its wholly owned affiliates, provides a variety of investment management and 
related services to a broad base of individual and institutional clients throughout the U.S. The Company’s 
primary business is investment management and related services. Retail investment management services 
(including administrative services) are provided to individuals through products consisting of open-end mutual 
funds, closed-end funds and separately managed accounts. Separately managed accounts are offered to 
high-net-worth individuals of our affiliated managers and include intermediary programs that are sponsored and 
distributed by non-affiliated broker-dealers, and individual direct managed account investment services that are 
sold and administered by the Company. Institutional investment management services are provided primarily to 
corporations, multi-employer retirement funds and foundations, endowments and other special purpose funds. In 
addition, investment management services are provided on structured finance products, including collateralized 
debt obligations backed by portfolios of assets. The principal operating subsidiaries of the Company included in 
these consolidated financial statements are as follows: 


e VP Distributors, Inc. (““WPD”), a registered broker-dealer and registered transfer agent, serves 
principally as distributor, underwriter, transfer agent and fund administrator for products registered 
with the Securities and Exchange Commission (“SEC”). 


e Virtus Investment Advisers (“VIA”), a wholly owned affiliate of VPD, is a registered investment 
advisor providing investment management services primarily under agreements with registered 
investment companies. 


e Duff & Phelps Investment Management Co. (“Duff & Phelps”), a registered investment advisor 
providing investment management services to a variety of institutions and individuals, including 
affiliated registered investment companies; corporate, public and multi-employer retirement funds. 


e SCM Advisers LLC (“SCM”), a registered investment advisor providing investment management 
services primarily to institutional accounts, individual investors, structured finance products and 
affiliated registered investment companies. 


e Zweig Advisers LLC (“ZA”) and its wholly owned subsidiary, Euclid Advisors LLC (“Euclid”), are 
registered investment advisors providing investment management services primarily under agreements 
with affiliated registered investment companies. ZA and Euclid are collectively referred to as “Zweig” 
in the Consolidated Financial Statements. 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


e Kayne Anderson Rudnick Investment Management, LLC (“KAR”), a registered investment advisor 
providing investment management services primarily to high-net-worth individuals and affiliated 
registered investment companies. 


The consolidated statements of operations for the years ended December 31, 2008 and 2007 also include the 
results of Goodwin. Goodwin is a registered investment advisor providing investment management services 
primarily to institutional accounts, structured finance products, affiliated registered investment companies and 
Phoenix Life Insurance Company’s (“Phoenix Life”) general account. In connection with the spin-off, net assets 
of $8.4 million for Goodwin were distributed to PNX and the Company has no ownership interest in Goodwin 
after December 31, 2008. Goodwin continues to act as an unaffiliated sub-advisor providing investment 
management services to the Company. 


2. Summary of Significant Accounting Policies 


The significant accounting policies, which have been consistently applied, are as follows: 


Principles of Consolidation and Basis of Presentation 


The Company’s consolidated financial statements have been prepared in conformity with accounting 
principles generally accepted in the United States of America (“GAAP”). The consolidated financial statements 
include the accounts of the Company and its wholly-owned subsidiaries. Material intercompany accounts and 
transactions have been eliminated. 


The preparation of financial statements in conformity with GAAP requires the use of estimates. 
Accordingly, certain amounts in the consolidated financial statements contain estimates made by management. 
Actual results could differ from these estimates. Significant estimates, such as those used to determine the 
carrying value of goodwill and intangible assets, are discussed in these notes to the consolidated financial 
statements. 


Cash and Cash Equivalents 


Cash and cash equivalents consist of cash in banks and highly liquid money market mutual fund 
investments. 


Marketable Securities 


Marketable securities consist of affiliated mutual fund investments and other publicly traded securities 
which are carried at fair value in accordance with Accounting Standards Codification (“ASC’) 320, Investments — 
Debt and Equity Securities. Mutual fund investments held by the Company’s broker-dealer subsidiary are 
classified as assets held for trading purposes. The Company provides the initial capital to funds or separately 
managed account strategies for the purpose of creating track records. For the years ended December 31, 2009, 
2008 and 2007, the Company recognized realized gains and (losses) of $(1.5) million, $(1.7) million and $1.8, 
respectively. Other mutual fund investments held by the Company are considered to be available-for-sale, with 
any unrealized appreciation or depreciation, net of income taxes, reported as a component of accumulated other 
comprehensive income in stockholders’ equity. Marketable securities are marked to market based on the 
respective publicly quoted net asset values of the funds or market prices of the equity securities or bonds. 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


Deferred Commissions 


Deferred commissions, which are included in other assets, are commissions paid to broker-dealers on sales 
of mutual fund shares. Deferred commissions are recovered by the receipt of monthly asset-based distributor fees 
from the mutual funds or contingent deferred sales charges received upon redemption of shares within one to five 
years, depending on the share class. The deferred costs resulting from the sale of shares are amortized on a 
straight-line basis over a one to five-year period, depending on the fund, or until the underlying shares are 
redeemed. Deferred commissions are periodically assessed for impairment and additional amortization expense is 
recorded, as appropriate. 


Furniture, Equipment and Leasehold Improvements 


Furniture, equipment and leasehold improvements are recorded at cost. Depreciation is computed using the 
straight-line method over the estimated useful lives of 3 to 10 years for furniture and office equipment, and 3 to 5 
years for computer equipment and software. Leasehold improvements are depreciated over the estimated lives of 
the related leases. Major renewals or betterments are capitalized and recurring repairs and maintenance are 
expensed as incurred. Leasehold improvements that are funded upfront by a landlord and are constructed for the 
benefit of the Company are recorded at cost and depreciated on a straight-line basis over the minimum term of 
the lease and a corresponding lease incentive liability in the same amount is also recorded and amortized over the 
same period. During the year ended December 31, 2009, $3.2 million of leasehold improvements funded by 
landlords were capitalized and included in furniture, equipment and leasehold improvements with a 
corresponding liability recorded in other long-term liabilities for lease incentive liabilities. 


Intangible Assets and Goodwill 


Definite-lived intangible assets are amortized on a straight-line basis over the estimated useful lives of such 
assets, which range from | to 16 years. Effective October 1, 2008, based on the Company’s history and 
experience, it was determined that the useful lives of the open end mutual fund contracts was greater than 
previous estimates. The Company extended the useful lives of these assets to 16 years and, as a result, recognized 
$1.0 million less in amortization expense for the year ended December 31, 2008 and $4.2 million less of 
amortization expense for the year ended December 31, 2009. Definite-lived intangible assets are evaluated for 
impairment on an ongoing basis under GAAP whenever events or circumstances indicate that they carrying value 
of the definite-lived intangible asset may not be fully recoverable. The Company determines if impairment has 
occurred by comparing estimates of future undiscounted cash flows to the carrying value of assets. Assets are 
considered impaired, and an impairment is recorded, if the carrying value exceeds the expected future 
undiscounted cash flows. 


Goodwill represents the excess of the purchase price of acquisitions and mergers over the identified net 
assets and liabilities acquired. In accordance with ASC 350, Goodwill and Other Intangible Assets, goodwill is 
not being amortized. A single reporting unit has been identified for the purpose of assessing potential future 
impairments of goodwill. An impairment analysis of goodwill is performed annually or more frequently, if 
warranted by events or changes in circumstances affecting the Company’s business. 


Indefinite-lived intangible assets are comprised of investment advisory contracts with affiliated closed-end 


registered investment companies. These assets are tested for impairment annually and when events or changes in 
circumstances indicate the assets might be impaired. 
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Notes to Consolidated Financial Statements—(Continued) 


Collateralized Debt and Loan Obligations 


At December 31, 2009, VIA or SCM served as the investment advisors for collateralized debt obligations 
(“CDOs”). The CDOs, which are investment trusts, had aggregate assets of $0.9 billion, $0.8 billion and $3.4 
billion at December 31, 2009, 2008 and 2007, respectively, that were primarily invested in a variety of fixed 
income securities. The CDOs reside in bankruptcy remote, special purpose entities in which the Company 
provides neither recourse nor guarantees. The Company has determined that it is not the primary beneficiary of 
these VIEs as defined by ASC 810, Consolidation. Accordingly, the Company’s financial exposure to these 
CDOs is limited only to the investment management fees it earns, which totaled $2.5 million, $5.0 million and 
$8.1 million for the years ended December 31, 2009, 2008 and 2007, respectively. 


Revenue Recognition 


Investment management fees, distribution and service fees and administration and transfer agent fees are 
recorded as income during the period in which services are performed. Investment management fees, which are 
accrued monthly, are earned based upon a percentage of assets under management, and are paid pursuant to the 
terms of the respective investment management contracts, which generally require monthly or quarterly payment. 
Management fees for structured finance products, such as CLOs and CDOs, that accrue as services are rendered, 
but are subordinate to other interests and payable only if certain financial criteria of the underlying collateral are 
met, are recorded as income when the structured finance products are in compliance with required financial 
criteria and collectibility is reasonably assured. 


Gross investment management fees earned on open-end mutual funds range from 0.10% to 1.50% of 
average assets under management, depending on the type of fund. Investment management fees earned on 
closed-end funds range from 0.50% to 0.85% of average assets under management. Investment management fees 
earned on separately managed accounts and institutional accounts are negotiated and are based primarily on asset 
size, portfolio complexity and individual needs and range from 0.08% to 1.00%. Investment management fees 
earned on structured finance products range from 0.08% to 0.45% of the principal outstanding. The Company 
accounts for investment management fees in accordance with ASC 605, Revenue Recognition, and has recorded 
its management fees net of fees paid to unaffiliated sub-advisors. Amounts paid to unaffiliated sub-advisors for 
the years ended December 31, 2009, 2008 and 2007 were $19.0 million, $17.7 million and $21.6 million, 
respectively. 


Distribution and service fees are earned based on a percentage of assets under management and are paid 
monthly pursuant to the terms of the respective distribution and service fee contracts. 


Administration and transfer agent fees consist of fund administration fees, transfer agent fees, fiduciary fees 
and underwriter fees. Fund administration fees are earned based on the average daily assets in the funds. Transfer 
agent fees are earned based on a contractual amount plus a fee based on the number of accounts at the end of a 
month. Fiduciary fees are recorded monthly based on the number of 401(k) accounts. Underwriter fees are sales- 
based charges on sales of certain class A-share mutual funds. The Company outsources certain back office 
functions related to administration and transfer agent fees. Administration fees are reported on a gross basis and 
transfer agent fees are reported on a net basis in accordance with ASC 605, Revenue Recognition. Transfer agent 
fees, which are reported net of payments to third-party service providers, for the years ended December 31, 2009, 
2008 and 2007 were $4.3 million, $4.4 million and $6.5 million, respectively. 


Other income and fees consist primarily of redemption income on the early redemption of class B-share 
mutual funds and brokerage commissions and fees earned for distribution of nonaffiliated products. Commissions 
earned (and related expenses) are recorded on a trade date basis and are computed based upon contractual 
agreements. 
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Income Taxes 


Significant judgment is required in determining the provision for income taxes and, in particular, any 
valuation allowance recorded against our deferred tax assets. We concluded that a valuation allowance on 
substantially all of the Company’s deferred tax assets at December 31, 2009 is required. Our methodology for 
determining the realizability of deferred tax assets involves estimates of future taxable income from our 
operations and consideration of available tax planning strategies and actions that would be implemented by us, if 
necessary, as well as the expiration dates and amounts of carry forwards related to net operating losses and 
capital losses. These estimates are projected through the life of the related deferred tax assets based on 
assumptions that we believe to be reasonable and consistent with demonstrated operating results. The projection 
also includes consideration of the reversal of deferred tax liabilities that are in the same period and jurisdiction 
and are of the same character as the temporary differences that gave rise to the deferred tax assets. Changes in 
future operating results not currently forecasted may have a significant impact on the realization of deferred tax 
assets. 


Prior to December 31, 2008, the Company was included in the consolidated federal income tax return filed 
by PNX and was a party to a tax sharing agreement by and among PNX and its subsidiaries. In accordance with 
this agreement, federal income taxes for the years ended December 31, 2008 and 2007 were allocated as if they 
had been calculated on a separate company basis, except that benefits for any net operating loss were provided to 
the extent such loss was utilized in the consolidated federal tax return. Deferred tax assets and/or liabilities were 
determined by multiplying the differences between the financial reporting basis and the tax reporting basis for 
assets and liabilities by the enacted tax rates expected to be in effect when such differences were recovered or 
settled. The effect on deferred taxes of a change in tax rates was recognized in income in the period that included 
the enactment date. 


Uncertain tax positions taken by the Company are accounted for under ASC 740, Income Taxes, which may 
require certain benefits taken on a tax return to not be recognized in the financial statements when there is the 
potential for certain tax positions to be successfully challenged by the taxing authorities. 


Earnings Per Share 


Earnings per share (“EPS”) is calculated in accordance with ASC 260, Earnings Per Share. Basic EPS is 
computed by dividing income available to common stockholders by the weighted average number of common 
shares outstanding for the period. Diluted earnings per share takes into account the effect of dilutive instruments, 
such as common stock options, restricted stock units and Series B convertible preferred stock that were 
outstanding during the period and uses the average share price for the period in determining the number of 
incremental shares that are to be added to the weighted-average number of shares outstanding (treasury stock 
method). 


Fair Value Measurements and Fair Value of Financial Instruments 


On January 1, 2008, the Company adopted ASC 820, Fair Value Measurements and Disclosures. At 
December 31, 2009, all of the Company’s recurring fair value measurements, which consist solely of mutual 
funds and marketable securities, represent Level | fair value measurements, which, as defined in ASC 820, are 
quoted prices in active markets for identical assets or liabilities. 


ASC 825, Financial Instruments, requires disclosure of the estimated fair values of financial instruments on 
a quarterly basis. Cash and cash equivalents, accounts receivable, accounts payable and accrued liabilities equal 


or approximate fair value based on the short-term nature of these instruments. The estimated fair value of long- 
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term debt at December 31, 2009, which has a variable interest rate, approximates its carrying value. Marketable 
securities are reflected in the financial statements at fair value based upon publicly quoted market prices. 


Concentrations of Credit Risk 


Financial instruments that potentially subject the Company to concentrations of credit risk consist 
principally of cash and cash equivalents. The Company maintains cash and cash equivalents in bank deposits 
with financial institutions. Cash deposits at these financial institutions may exceed Federal Deposit Insurance 
Corporation insurance limits. 


Market Risk 


The Company’s primary exposure to market risk is directly related to its role as investment advisor for 
various funds and accounts. Most of the Company’s revenues are derived from investment management fees, 
which are based on the fair value of the assets under its management. In addition, distribution and fund 
administration fees are also asset-based. A decline in the values of securities under management would cause 
revenues and income to decline. 


The Company is also subject to market risk due to a decline in the values of its investments in marketable 
securities held for its own account. A change in the fair value of these investments would result in a 
corresponding change to either net income or other comprehensive income. 


Employee Benefits 


Effective November 1, 2008 the employees of the Company are eligible to participate in several employee 
benefit programs sponsored by the Company, including certain health care benefits, life insurance and a defined 
contribution 401(k) retirement plan administered by a third party. For the 401(k) plan, employees may contribute 
a percentage of their eligible compensation into the 401(k) retirement plan, subject to certain limitations imposed 
by the Internal Revenue Code (the “Code”’). The Company matches employee contributions subject to certain 
limitations. Additionally, an excess benefit plan provides for those portions of benefit obligations that are in 
excess of amounts permitted by the Code. Employee benefit costs for the year ended December 31, 2009 were 
$4.1 million. 


Prior to November 1, 2008, certain current and former employees of the Company and its subsidiaries were 
members of a group medical and group life plan, were covered under a qualified defined benefit pension plan, 
and were eligible to participate in a defined contribution 401(k) retirement plan, each of which was sponsored by 
PNX and administered by a third-party administrator. The PNX qualified pension and 401(k) retirement plans 
complied with the requirements established by the Employee Retirement Income Security Act of 1974 
(“ERISA”). Prior to November 1, 2008, the Company was charged by Phoenix Life for its costs under these plans 
and for the Company’s matching portion of the 401(k) retirement plan. Employee benefit costs were $6.8 million 
and $8.9 million for 2008 and 2007, respectively. The Company does not maintain a qualified or non-qualified 
defined benefit plan. 


Business Segment 


ASC 280, Segment Reporting, establishes disclosure requirements relating to operating segments in annual 
and interim financial statements. The Company operates in one business segment, namely as an asset manager 
providing investment management and distribution services for retail and institutional products. Although the 
Company does make some disclosure regarding assets under management and other asset flows by product, the 
Company has determined that it operates in one business segment as it reviews financial performance at an 
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aggregate level. All of the products and services provided relate to investment management and are subject to a 
similar regulatory framework and environment. Investment organizations within the Company are generally not 
aligned with specific product lines. Investment professionals may manage both retail and institutional products. 


Reclassifications 


Certain prior year figures in the Consolidated Balance Sheets, Consolidated Statements of Operations and 
Consolidated Statements of Cash Flows have been reclassified to conform with current year presentation. 


Recent Accounting Pronouncements 


In June 2009, the Financial Accounting Standards Board (“FASB”) approved the FASB ASC, or 
Codification. Codification creates a single source of authoritative nongovernmental generally accepted 
accounting principles in the United States of America. The Company adopted Codification for the quarter ending 
September 30, 2009. Codification did not have an impact on the Company’s financial position or results of 
operations. 


In April 2009, the FASB amended ASC 820, Fair Value Measurements and Disclosures, related to fair 
value measurements, other-than-temporary impairments and interim disclosures of fair value. The Company 
adopted this guidance for the quarter ended June 30, 2009, resulting in additional disclosure regarding the fair 
value of financial instruments on a quarterly basis. The adoption did not have a significant impact on our 
financial position or results of operations of the Company. 


In May 2009, the FASB amended ASC 855, Subsequent Events. ASC 855, as amended, establishes general 
standards of accounting for disclosure of events that occur after the balance sheet date but before financial 
statements are issued or are available to be issued. The Company adopted this guidance for the quarter ended 
June 30, 2009, resulting in additional disclosure surrounding the period used to evaluate subsequent events. The 
adoption did not have a significant impact on our financial position or results of operations of the Company. 


In June 2009, the FASB amended ASC 810, Consolidation and ASC 860, Transfers and Servicing. ASC 810 
and ASC 860, as amended, provides significant changes in the manner in which entities account for 
securitizations and special-purpose entities. The amendments are effective for transfers of financial assets 
occurring on or after January 1, 2010 and for all variable interest entities and relationships with variable interest 
entities existing as of January 1, 2010. The Company does not expect the adoption to have a significant impact on 
the Company’s financial position or results of operations. 


3. Goodwill and Intangible Assets 


Intangible assets at December 31, were as follows: 


2009 2008 
($ in thousands) 
Definite-lived intangible assets: 
Investment contracts ............. 00. e eee eee eee $ 268,512  $ 287,596 
Accumulated amortization ...............0000 eee (243,158) (256,101) 
Definite-lived intangible assets, net ................ 25,354 31,495 
Indefinite-lived intangible assets ................. 29,490 29,490 
Total intangible assets, net .................00000- $ 54,844 $ 60,985 
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Activity in intangible assets and goodwill for the years ended December 31, was as follows: 


Years Ended December 31, 

2009 2008 2007 
($ in thousands) 
Intangible assets 
Balance, beginning of period .................... $60,985 $208,176 $237,746 
PUTCHASES ee. o43e ote coerce oath Bows nae Mace eect alg Mae aden 930 1,083 828 
Goodwin distribution to former parent ............. — (12,898) — 
ATMOPIZATIONY 5. s ep eerste bie tone kang ean ah & ak (7,071) (25,132) (30,097) 
Impairment 5 2 iy ewe hide de cara eediaeeeaun — (110,244) (301) 
Balance, end of period ........................ $54,844 $ 60,985 $208,176 
Goodwill 
Balance, beginning of period .................... 4,795 454,369 454,369 
Goodwin distribution to former parent ............. — (554) — 
IM PAIMMENS 5 gi s:4.4 ccp/godrwcndsratane ans accede geataewace aoe aed —_ (449,020) — 
Balance, end of period ........................ $ 4,795 $ 4,795 $454,369 


Definite-lived intangible asset amortization for the next five years is estimated as follows: 2010— 
$4.6 million, 2011—$3.7 million, 2012—$3.6 million, 2013—$3.6 million, 2014—$3.5 million and thereafter— 
$6.4 million. At December 31, 2009, the weighted average estimated remaining amortization period for definite- 
lived investment contracts is 6.8 years. 


During the first quarter of 2008, the Company recorded a $10.5 million pre-tax impairment on identified 
intangible assets related to institutional investment management contracts. This impairment resulted from the 
termination of certain contracts and related factors. 


During the third and fourth quarters of 2008, the Company recorded impairments on intangible assets and 
goodwill totaling $548.8 million. During the year ended December 31 2008, the Company determined that a 
triggering event requiring an impairment assessment had occurred as a result of significant declines in the equity 
markets, and the decline in valuations of financial companies in 2008. The primary drivers of the impairment 
were a reduction in assets under management due to markets being at multi-year lows and valuation multiples for 
asset managers also being at multi-year lows. The equity markets and valuation multiples continued to 
significantly deteriorate in the fourth quarter of 2008, resulting in additional impairment after the Company 
conducted its annual impairment assessments and the assessment required in connection with the spin-off 
transaction. The Company used a discounted cash flow model to calculate the fair value of definite-lived and 
indefinite-lived intangible assets. To test for impairment of goodwill, the Company obtained and weighted 
several estimates of the fair value of the reporting unit, including discounted cash flow analyses, a revenue 
multiple analysis, a market transaction, and the Company’s market capitalization. 


F-14 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


4. Marketable Securities 


The Company’s marketable securities consist of both trading (including securities held by a broker-dealer 
affiliate) and available-for-sale securities. The composition of the Company’s marketable securities at 
December 31, was as follows: 


December 31, 2009 
Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading: 

Equity securities, affiliate equity strategy ................... $ 456 $ — $ 219 $ 675 

Affiliated mutual funds ....... 0.0.0.0... ccc ce eee 8,017 (1,827) 790 6,980 
Total tradime-SCCUrteS: ieee. sincices paca es sietacedecesplatinlacelanwtece ence goavk-s 8,473 (1,827) 1,009 7,655 
Available-for-sale: 

Affiliated closed-end funds .......... 0.0... cece eee eee 1,863 (74) — 1,789 
Total marketable securities ............0 0000000. c cece eee $10,336 $(1,901) $1,009 $9,444 
December 31, 2008 

Unrealized Unrealized Fair 
Cost Loss Gain Value 
($ in thousands) 
Trading: 

Equity securities, affiliate equity strategy ................... $ 523 $ — $ 20 $ 543 

Affiliated mutual funds ........ 0.00... 9,156 (4,501) — 4,655 
Total trading securities .. 0.0... eee eee nee 9,679 (4,501) 20 5,198 
Available-for-sale: 

Affiliated closed-end funds ............ 0.0.0 cece eee eee 1,736 (520) — 1,216 
Total marketable securities .............0.0..0 00 ccc cece eee $11,415 $(5,021) $ 20 $6,414 


At December 31, 2009 and 2008, all of the Company’s financial instruments that are measured at fair value, 
which consist solely of mutual funds and marketable securities, utilize a Level 1 valuation technique which, as 
defined in ASC 820, Fair Value Measurements and Disclosures, is quoted prices in active markets for identical 
assets or liabilities. 
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5. Furniture, Equipment and Leasehold Improvements 


Furniture, equipment, and leasehold improvements at December 31, were comprised of the following: 


__ 2009 2008 

($ in thousands) 
Computer equipment and software ................... $ 5,039 $ 4,833 
Leasehold improvements .............0 02 cece eee eee 5,592 2,117 
Furniture and office equipment ...................000. 7,634 7,844 

18,265 14,794 
Accumulated depreciation and amortization ............ (10,024) (8,899) 
Furniture, equipment and leasehold improvements, net... $ 8,241 $ 5,895 


6. Long-Term Investments and Other Assets 


Long-term investments and other assets include deferred commissions, equity method investments, deferred 
compensation plan assets and security deposits. A summary of the significant items included in this caption is as 
follows: 


Deferred Commissions 


Deferred commissions, which are included in other assets, are commissions paid to broker-dealers on sales 
of mutual fund shares. Deferred commissions are recovered by the receipt of monthly asset-based distributor fees 
from the mutual funds or contingent deferred sales charges received upon redemption of shares within one to five 
years, depending on the share class. The deferred costs resulting from the sale of shares are amortized on a 
straight-line basis over a one to five-year period, depending on the fund, or until the underlying shares are 
redeemed. Deferred commissions were $2.6 million and $1.8 million at December 31, 2009 and 2008, 
respectively. 


Inverness Partnerships 


At December 31, 2009 and 2008, the Company had a 23% interest in Inverness/Phoenix Capital LLC 
(“IPC”). IPC is a joint venture with Inverness Management LLC, an unrelated third-party. IPC acts as a general 
partner to a private equity limited partnership, Inverness /Phoenix Partners LP (“IPP”), in which the Company 
also owns an interest. IPP is approaching the end of its contractual life and will be dissolved after the disposition 
of its single remaining portfolio investment. IPC and IPP are accounted for using the equity method. The 
Company’s share of the earnings of unconsolidated investments is included in other income in the Statements of 
Operations. 


At December 31, 2009 and 2008, the Company’s investment in IPP was $0.3 million and $0.4 million, 
respectively. At December 31, 2009 and 2008, the Company had a liability of $1.3 million and $1.1 million, 
respectively, recorded in other accrued liabilities in the Company’s Consolidated Balance Sheet to reflect a 
negative capital balance associated with the Company’s general partnership interest in IPC as the Company may 
be required to refund distributions previously received, depending on the future performance of the remaining 
investment held in IPP. 
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Deferred Compensation 


The Company has a non-qualified retirement plan (the “Excess Incentive Plan’’) that allows certain 
employees to voluntarily defer compensation. Under the Excess Incentive Plan, participants elect to defer a 
portion of their compensation which the Company then contributes into a trust. Each participant is responsible 
for designating investment options for assets they contribute and the ultimate distribution paid to each participant 
reflects any gains or losses on the assets realized while in the trust. The Company holds deferred compensation in 
a rabbi trust, which is subject to the claims of the Company’s creditors in the event of the Company’s bankruptcy 
or insolvency. As of December 31, 2009, $2.1 million is included in long-term investments and other assets in 
the Company’s Consolidated Balance Sheet representing the assets held in the trust and $2.1 million if recorded 
in lease obligations and other long-term liabilities in the Company’s Consolidated Balance Sheet representing the 
deferred compensation obligation to participants. Assets in the trust consist of mutual funds and are recorded at 
fair value, utilizing Level | valuation techniques. 


7. Income Taxes 


The components of the provision for income taxes for the years ended December 31, were as follows: 


2009 2008 2007 

($ in thousands) 
Current 

Fedétal 24.42 i4cce nid shine tb bobbed bo deaenesaes $— $ 3,419 $ (499) 

Stale? scctpean yes c3 ene andes ag Ades ack dean eae peeled 81 360 1,790 
Total current tax expense (benefit) ..................02. 81 3,779 1,291 
Deferred 

Federal). 3 acseae) deve wendy Gaede vedas Gaede ae eters — (61,062) (7,244) 

MEAG! jeecnarisdirsstuacstohe tat Gaeesai be dar aetlesoa 6 areata anne 40 (4,225) 3 
Total deferred tax benefit ........ 0.0.0.0... cee eee eee “= (65,287) (7,241) 
Total expense (benefit) for income taxes ................ $121 $61,508) $(5,950) 


The following presents a reconciliation of the provision (benefit) for income taxes computed at the federal 
statutory rate to the provision (benefit) for income taxes recognized in the consolidated statements of operations 
for the periods indicated: 


Years Ended December 31, 

2009 2008 2007 
($ in thousands) 
Tax at statutory rate 2... 2... eee $(2,227) (35)% $(206,708)  (35)% $(7,035)  (35)% 
State taxes, net of federal benefit .................. 70 1% (2,512) (3)% 1,141 5% 
Goodwill amortization and impairments ............ —_—- — 83,957 14% 17 — 
Adjustments to tax accruals .... 0.0... 0.2 eee eee eee 1,313 21% — — 13 — 
Contingency TeServe vie cds gee lace hea Gog esse _- — (500) — — — 
Change in valuation allowance ...............-00. 836 13% 80,488 16% — — 
GOOGWIN'SPIME 52>. 05.5454. eoncquteee aomed egies stare agea ewes —- — (14,917) (2)% — 
Other, NEE o.g0 odciw descend adn taeseeee 2.4. G hee a Sad anda d 129 2% (1,316) — (86) — 
Income tax expense (benefit) ...............0..05. $ 121 2% $ (61,508)  (10)% $(5,950)  (30)% 
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Deferred taxes resulted from temporary differences between the amounts reported in the consolidated 


financial statements and the tax basis of assets and liabilities. The tax effects of temporary differences at 
December 31, were as follows: 


2009 2008 
($ in thousands) 
Deferred tax assets: 
Intangible assets ........... 0.000 cece eee ee eee $ 86,333 $ 92,047 
Net operating losses... 0.40 ee ae cea ies 23.663 14,392 
OES yas Bae eee sere toe ca taste os tesa ie ncdasaue as dee ach Bee medina 5,721 6,087 
Gross deferred tax assetS ......... 0.000 c eee cease 115,717 112,526 
Valuation allowance ......... 0.00. cece eee eee (108,754) (105,815) 
Gross deferred tax assets after valuation allowance... . 6,963 6,711 
Deferred tax liabilities: 
Intangible assets .... 0.0.0... cece eee (14,031) (15,133) 
Other investments ........... 0.0.0 (1,499) (105) 
Gross deferred tax liabilities ................0.00005 (15,530) (15,238) 
Deferred tax liability, net ................0000005. $ (8,567) $ (8,527) 


The tax separation agreement (the “Agreement”) between Virtus and PNX as of December 31, 2008, as 
amended on April 8, 2009, required PNX to make certain elections and waivers. The Agreement provided for a 
waiver of tax basis by PNX in an amount that was necessary to preserve (i) the deferred tax assets of $112.5 
million reported as of December 31, 2008, which under generally accepted accounting principles, represents 
temporary differences and is recorded in the financial statements and (ii) tax basis in stock of subsidiary entities 
which, under generally accepted accounting principles, is not recorded in the financial statements. In September 
2009, our former parent company filed its 2008 consolidated federal income tax return, which included Virtus as 
a majority-owned subsidiary. 


In its federal income tax filing, PNX provided a waiver of tax basis sufficient to preserve the Company’s tax 
basis in intangible assets. The waiver and elections made by PNX and included in their tax return were 
contemplated and reflected in the Company’s deferred tax assets reported as of December 31, 2008. Based on our 
review of the information filed in the tax return, there were no significant changes in previously reported deferred 
tax assets. Deferred tax assets and liabilities and the corresponding valuation allowance have been adjusted, as 
necessary with no net impact to the Company’s income tax expense, to reflect changes in estimates that were 
identified based on the return filed by our former parent company. 


As of December 31, 2009, the Company had deferred tax assets of $10.3 million and $0.6 million related to 
net operating losses and capital losses, respectively, for federal income tax purposes. The related federal net 
operating loss carryovers are scheduled to begin to expire in the year 2019. The related federal capital loss 
carryovers are scheduled to expire beginning in year 2010. As of December 31, 2009, the Company had deferred 
tax assets of $13.4 million and $2.0 million related to net operating losses and capital losses, respectively, for 
state income tax purposes. The related state net operating loss carryovers are scheduled to begin to expire in the 
year 2019. The related state capital loss carryovers are scheduled to expire beginning in year 2010. 
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During the year ended December 31, 2009, due to known changes in the Company’s stockholder base, 
management conducted a study to evaluate whether an ownership change had occurred as defined under Internal 
Revenue Code Section 382 (“Section 382”). Section 382 may limit the ability to utilize tax attributes if an 
ownership change occurs. Management concluded that an ownership change has occurred, however, the 
Section 382 limitations did not result in the loss or limitation in the availability of the use of federal net operating 
loss carryovers. The ownership change did result in a reduction in the amount of amortization that the Company 
can deduct in computing federal taxable income each year. 


Activity in unrecognized tax benefits for the years ended December 31, 2009, 2008 and 2007 was as 
follows: 


A x 2S 2 
Balance, beginning of year ..... 0... cece cece eee — $500 $472 
Decrease related to tax positions taken in prior years ............ —_ (500) — 

Increase related to positions taken in the current year ........... — —_ 28 
Balarice, end Of Year 2¢.siiiscndawaulaca date the uaa a aba des — $ — $500 


The Company records interest and penalties related to income taxes as a component of income tax expense. 
The Company recorded no interest or penalties related to uncertain tax positions at December 31, 2009, 2008 and 
2007. Based upon the timing and status of its current examinations by taxing authorities, the Company does not 
believe that it is reasonably possible that any changes to the balance of unrecognized tax benefits occurring 
within the next 12 months will result in a significant change to the results of operations, financial condition or 
liquidity. In addition, the Company does not anticipate that there will be additional payments made or refunds 
received within the next 12 months with respect to the years under audit. 


The earliest federal tax year open for examination is 2006. The earliest open years in the Company’s major 
state tax jurisdictions are 1998 and 2005 for Connecticut and New York, respectively. The Company does not 
believe that any adjustment from any open tax year will result in a material change in the Company’s financial 
position. 


8. Long-Term Debt 
Credit Facility: 


On September 1, 2009, the Company entered into a credit agreement (the “Credit Facility’) that provides a 
senior secured revolving credit facility for the Company with a two-year term, maturing in September 2011. The 
Credit Facility provides borrowing capacity of up to $30.0 million in the first year of the facility and up to $18.0 
million thereafter, with a $2.0 million sub-limit for the issuance of standby letters of credit. Borrowings under the 
Credit Facility may not at any time exceed a minimum asset coverage ratio of 1.75, which represents the sum of 
the Company’s cash, marketable securities and investment management fee receivables, excluding certain 
specified assets, to total outstanding indebtedness (including outstanding letters of credit). The Credit Facility is 
secured by substantially all of the assets of the Company. At December 31, 2009, $15.0 million was outstanding 
under the Credit Facility. 


Amounts outstanding under the Credit Facility bear interest at an annual rate equal to, at the Company’s 
option, either LIBOR for interest periods of 1, 2, 3 or 6 months or an alternate base rate (as defined in the Credit 
Facility agreement), plus an applicable margin that ranges from 1.75% to 3.50%. At December 31, 2009, the 
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interest rate in effect for the Credit Facility was 3.50%. Under the terms of the Credit Facility the Company is 
also required to pay certain fees, including an annual commitment fee of 0.50% on undrawn amounts and a letter 
of credit participation fee at an annual rate equal to the applicable margin as well as any applicable fronting fees, 
each of which is payable quarterly in arrears. 


The Credit Facility contains customary restrictive covenants, including covenants that restrict (subject in 
certain instances to minimum thresholds or exceptions) the ability of the Company and certain of its subsidiaries 
to incur additional indebtedness, create liens, merge or make acquisitions, dispose of assets, enter into leases, 
sale/leasebacks or acquisitions of capital stock, and make distributions, dividends, loans, guarantees, investments 
or capital expenditures, among other things. In addition, the Credit Facility contains certain financial covenants, 
the most restrictive of which include: (i) minimum required consolidated net worth as of any fiscal quarter end 
(total stockholders’ equity plus the liquidation preference of outstanding convertible preferred shares) to be at 
least $55 million plus adjustments for future net income and equity issuances, if any, (ii) minimum consolidated 
assets under management of $15.0 billion (excluding money market funds) as of each quarter end, (iii) a 
minimum interest coverage ratio (generally, adjusted EBITDA to interest expense as defined in and for the 
period specified in the Credit Facility agreement) of at least 2.75:1 as of any fiscal quarter end through 
December 31, 2009 and 3.00:1 as of any fiscal quarter end on and after March 31, 2010, and (iv) a leverage ratio 
(generally, total indebtedness as of any date to adjusted EBITDA as defined in and for the period specified in the 
Credit Facility agreement) of no greater than 3.50:1 through March 30, 2010 and 2.75:1 thereafter. For purposes 
of the Credit Facility, adjusted EBITDA generally means, for any period, net income of the Company before 
interest expense, income taxes, depreciation and amortization expense, and excluding non-cash stock-based 
compensation, unrealized mark-to-market gains and losses, certain severance, and certain non-cash non-recurring 
gains and losses as described in and specified under the Credit Facility agreement. At December 31, 2009, the 
Company was in compliance with all financial covenants. 


The Credit Facility agreement also contains customary provisions regarding events of default which could 
result in an acceleration of amounts due under the facility, including failure to pay principal or interest when due, 
failure to satisfy or comply with covenants, change of control, certain judgments, invalidation of liens, and cross- 
default to other debt obligations. 


Notes Payable: 


Prior to the Credit Facility, the Company entered into various note payable and debt agreements with PNX. 
Interest was payable in arrears at annual rates of 9.00% for the year ended December 31, 2009, 6.55% for the 
year ended December 31, 2008 and ranging from 5.32% to 7.56% for the year ended December 31, 2007. During 
2007, the PNX board of directors deemed it to be in the best interests of PNX and the Company to forgive the 
remaining intra-company indebtedness associated with these notes in the amount of $325.0 million effective as of 
December 31, 2007. In connection with the Company’s entry into the Credit Facility, on September 1, 2009 the 
Company repaid the previously outstanding $18.0 million note payable principal in full along with unpaid and 
accrued interest using $15.0 million of proceeds from the Credit Facility and $3.0 million of cash on hand. 


9. Commitments and Contingencies 
Legal Matters 


The Company is regularly involved in litigation and arbitration as well as examinations and investigations 
by various regulatory bodies, including the SEC, involving our compliance with, among other things, securities 
laws, client investment guidelines, laws governing the activities of broker-dealers and other laws and regulations 
affecting our products and other activities. Legal and regulatory matters of this nature may involve activities as 
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an employer, issuer of securities, investor, investment advisor, broker-dealer or taxpayer. The Company believes 
that the outcomes of its legal or regulatory matters are not likely, either individually or in the aggregate, to have a 
material adverse effect on its consolidated financial condition. However, it is not feasible to predict the ultimate 
outcome of all legal claims or matters or provide reasonable ranges of potential losses, and in the event of 
unexpected subsequent developments and given the inherent unpredictability of these legal and regulatory 
matters, there can be no assurance that our assessment of any claim, dispute, regulatory examination or 
investigation or other legal matter will reflect the ultimate outcome and an adverse outcome in certain matters 
could, from time to time, have a material adverse effect on the Company’s results of operations or cash flows in 
particular quarterly or annual periods. 


Insight Funds 


On May 18, 2006, the Company acquired the rights to advise, distribute and administer the Insight Funds 
from Harris Investment Management, Inc. (“Harris”) for $4.1 million plus $1.3 million of transaction costs. As 
discussed further in Note 13, Harris is a related party of the Company. 


Under the terms of the agreement, during its first four years, the Company is required to make additional 
annual payments to Harris related to the purchase of contracts of certain money market funds based upon the net 
profits earned on those funds. The Company has made cumulative payments totaling $3.2 million related to the 
first three years of this agreement and has accrued $0.4 million at December 31, 2009 related to the fourth annual 
payment that will occur in 2010. The initial purchase price and these additional money market payments have 
been allocated to identified intangible assets and are being amortized over periods ranging from one to five years. 
Harris continues to manage the majority of the Insight Funds as sub-advisor. 


Additionally, the Company entered into a strategic partnership agreement with Harris, whereby Harris 
would be available to the Company as a sub-advisor for non-Harris funds. Harris was subsequently appointed a 
sub-advisor to certain funds. The agreement includes a provision that requires the Company to pay on the fifth 
anniversary of the closing date an amount equal to the lesser of (i) $20.0 million, less certain cash flows paid to 
Harris from the closing date to the fifth anniversary of the closing date or (ii) $35.0 million, adjusted by a factor 
representing the percentage of average assets that are sourced by Harris after five years. As the calculations are 
based on facts that can only be determined at the end of five years, and as there are significant variables that can 
impact such calculations, any obligation is not estimable at this time. The Company has performed a projected 
calculation and determined that no payment would be required based on current facts and circumstances. The 
Company does not believe that it is probable or reasonably possible that a liability has been incurred. 


Other Matters 


The Company indirectly guarantees the activities of its broker-dealer subsidiary. In addition, in the ordinary 
course of business the Company may enter into contracts with third parties pursuant to which the third parties 
provide services on the Company’s behalf or the Company provides services on behalf of the third parties. In 
certain circumstances, the Company may agree to indemnify the third-party service provider. The terms of 
indemnification may vary from contract to contract and the amount of indemnification liability, if any, cannot be 
determined. The Company made no payments to third parties in 2009, 2008 or 2007 and has recorded no 
liabilities with regard to commitments as of December 31, 2009. The Company believes that any risk of loss for 
direct or indirect guarantees is remote and would not have a material impact on the Company’s operating results 
or financial position. 
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Lease Commitments 


The Company incurred rental expenses, primarily related to office space, on operating leases of $2.8 
million, $6.5 million and $4.2 million in 2009, 2008 and 2007, respectively, and received income from subleases 
of $0.3 million, $1.7 million and $1.1 million in 2009, 2008 and 2007, respectively. The Company is committed 
to the following future net minimum rental payments under non-cancelable leases: 


Income Net 
Lease From Lease 

Payments Subleases Payments 
($ in thousands) 
QOIO' 5b i tok be da od at a eae bees $ 3,000 $340 $ 2,660 
QOU onevce cena tate ei anaes, oi Nd2 oe RAn asad eras 1,658 78 1,580 
2012. dec bad da eeeged doer dee hee beads vague iene be 1,338 — 1,338 
QOUS 2 cus deeteusedieent tee ob aa a oe ecbedan, eee 1,192 — 1,192 
QOI4 cane cad ee heed Dee ae dae bd deed 1,189 — 1,189 
20 1d°and theteahter 2. .ic.< kw dich cee dad eke ae 3,265 — 3,265 


$11,642 $418 $11,224 


10. Capital and Reserve Requirement Information 


As a broker-dealer registered with the SEC, VPD is subject to certain rules regarding minimum net capital. 
VPD operates pursuant to Rule 15c3-1, paragraph (a) of the Securities Exchange Act of 1934 and, accordingly, is 
required to maintain a ratio of “aggregate indebtedness” to “net capital” (as those items are defined in the rule) 
which may not exceed 15.0 to 1.0. 


Aggregate indebtedness, net capital, and the resultant ratio for VPD were as follows: 


December 31, 
2009 2008 
($ in thousands) 
Aggregate indebtedness .......... 0.0.00. c cece eee eee $13,142  $ 9,243 
Net capital: vic s4.¢ 08.08 ited Sad Sie Oe seen PEE ees 5,802 11,095 
Ratio of aggregate indebtedness to net capital ........... 2.3 to | 0.8 to | 


VPD’s minimum required net capital at December 31, 2009 and 2008 based on its aggregate indebtedness 
on those dates, was $0.9 million and $0.6 million, respectively. 


The operations of VPD do not include the physical handling of securities or the maintenance of open 


customer accounts. Accordingly, VPD is exempt from the reserve provisions of Rule 15c3-3 under the exemption 
allowed by paragraph (k)(2)(i) of such rule. 
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11. Restructuring and Severance 


During 2008, the Company consolidated certain overlapping investment strategies and closed two locations, 
resulting in employee headcount reductions and lease abandonments. During 2005, the Company undertook a 
restructuring of the business, incurring costs primarily related to employee reductions including severance. 
Additionally, as a result of these reductions, in 2006, excess office space was vacated and made ready to sublet. 
Lease losses associated with various abandoned office space have been recognized representing the Company’s 
best estimate of the present value of the amount owed under the leases reduced by sub-lease income. A summary 
of lease abandonment costs for the years ended December 31, 2009, 2008 and 2007 is as follows: 


2009 2008 2007 
($ in thousands) 
Beginning unpaid balance ...............0-.000 eee eee $1,835 $3,693 $5,741 
Restructuring expense related to lease abandonment ...... — 848 —_ 
Costs paid. .2.53083004 Gontdodeine heehee cued eed (740) (2,706) (2,048) 
Ending unpaid balance .............. 000. c eee eee eee $1,095 $1,835 $ 3,693 


For the years ended December 31, 2009, 2008 and 2007, severance costs, which are generally paid within a 
short duration of being incurred, were $1.1 million, $3.9 million and $0.4 million. 


12. Other Comprehensive Income 


The components of other comprehensive income, and related tax effects, were as follows: 


Tax 
Before Expense Net-of- 
Tax (Benefit) Tax 


($ in thousands) 


Year Ended December 31, 2009 
Unrealized gains on securities available-for-sale: 
Unrealized holding gains arising during period ......... $ 445 $— $ 445 


Other comprehensive income .............00 000 eee ee eee $ 445 $— $ 445 


Year Ended December 31, 2008 
Unrealized losses on securities available-for-sale: 
Unrealized holding losses arising during period ........ $(544) $— $(544) 


Other comprehensive loss ............000 eee eee cece eee $(544) $— $(544) 


Year Ended December 31, 2007 
Unrealized losses on securities available-for-sale: 
Unrealized holding losses arising during period ........ $ (75) $ 26 $ (49) 


Other comprehensive loss ............000 eee eee cece eee $ (75) $ 26 $ (49) 


There were no sales of available-for-sale securities during the years ended December 31, 2009, 2008 and 
2007. 
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13. Other Related Party Transactions 
Harris Bankcorp Related Party Transactions 


Effective as of December 31, 2008, Harris Bankcorp owns 100% of the Company’s outstanding shares of 
Series B Convertible Preferred Stock. The Company acquired the rights to advise, distribute and administer the 
Insight Funds from Harris Investment Management, Inc., a subsidiary of Harris Bankcorp, in May 2006. 
Sub-advisory fees, which are netted against investment management fees in the Consolidated Statement of 
Operations, and distribution and administration fee expenses paid or payable to Harris Bankcorp related to the 
Insight Funds for the year ended December 31, 2009 and the period from October 31, 2008, the date of the 
original preferred stock investment, through December 31, 2008 were as follows: 


2009 2008 
($ in thousands) 
Sub-advisory investment management fees ............... $5,791 $ 979 
Distribution and administration expenses ................- 2,997 270 
Total fees and expenses related to Harris Bankcorp ......... $8,788 $1,249 


In addition, for the first four years after becoming the advisor of the Harris Insight mutual funds, the 
Company has agreed to pay to Harris Bankcorp 50.0% of the net profit earned by the Company on the money 
market mutual funds acquired from Harris Bankcorp. These payments are accrued throughout the year and paid 
annually. During the year ended December 31, 2009, the Company paid $1.0 million to Harris Bankcorp 
pursuant to this agreement. 


At December 31, 2009 and December 31, 2008, $1.3 million and $2.1 million, respectively, was payable to 
Harris Bankcorp and its affiliates related to sub-advisory investment management fees, distribution fees and 
money market earn-out obligations in accordance with the above agreement. 


Phoenix Related Party Transactions 
Revenues 


Prior to the spin-off, the Company managed assets and provided other investment advisory services to PNX 
and Phoenix Life, which at the time were related parties. The revenues earned from managing related party assets 
for the years ended December 31, were as follows: 


2008 2007 
($ in thousands) 
Management fees ............. 00.0 c eee eee eee ee $15,122 $14,774 
Other income and fees ......... 0... ccc ees 615 645 
TOtall., 2, <saecoerasicd 8.3 Sxt gcd bes ee ea oo ae $15,737 $15,419 


The Company received management fees of 0.10% and 0.09% of the net asset value of the Phoenix Life 
General Account assets under management in 2008 and 2007, respectively. The Company’s transactions with 
Phoenix Life represented 8% and 6% of total revenue for the years ended December 31 2008 and 2007, 
respectively The revenues related to Phoenix Life were, and continue to be, managed by Goodwin, which is no 
longer part of the Company effective December 31, 2008. 
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Operating Expenses 


Prior to the spin-off, Phoenix Life provided certain administrative services at the request of the Company. 
Additionally, certain of the Company’s active and retired employees participated in the Phoenix Life multi- 
employer retirement and benefit plans prior to the spin-off (see Note 2). The expenses recorded by the Company 
for significant services provided by Phoenix Life for the years ended December 31, were as follows: 


2008 2007 
($ in thousands) 
Total Operating Expenses ........ 0.0.0... eee e eee $18,890 $23,821 


The Company paid these charges based on contractual agreements. Computer services were based on actual 
or specified usage. Other charges were based on hourly rates, square footage or head count. The Company 
reimbursed Phoenix Life for employee related charges based on actual costs paid by Phoenix Life. Management 
believes that the methods used by Phoenix Life to allocate these expenses to the Company were reasonable. 


Spin-off Related Transactions 


On December 31, 2008 and in connection with the spin-off transaction, PNX forgave or assumed $23.2 
million of liabilities primarily related to taxes, stock based compensation and pension obligations that the 
Company recorded as a capital contribution. In addition, on December 31, 2008, PNX funded a $3.1 million cash 
contribution to reimburse certain spin-off related liabilities representing primarily professional fees, lease 
build-out costs and other costs associated with establishing the Company as a standalone entity. The Company 
recorded a $66.0 million distribution to PNX related to tax attributes, including those of Goodwin, that resulted 
from the final tax accounting for the spin-off in accordance with both tax regulations and the amended tax 
separation agreement. 


14. Series B Convertible Preferred Stock 


On October 31, 2008 and December 31, 2008, the former parent company of the Company sold a total of 
45,000 shares of Series B Convertible Preferred Stock (“Series B’’) for net proceeds of $35.0 million. Harris 
Bankcorp, a related party as discussed further in Note 13, owns 100% of the outstanding Series B. At 
December 31, 2009, 45,000 shares of Series B were authorized, issued and outstanding. The Series B is entitled 
to one vote for each share of our common stock into which the Series B is then convertible on all matters to be 
voted on by our shareholders, other than the election of directors; provided that the Series B is entitled to vote as 
a separate class to elect a Series B director (and Harris Bankcorp is entitled to nominate another director for 
election by our common stock holders). Significant terms of the Series B Convertible Preferred Stock are as 
follows: 


Dividends 


The holders of our Series B are entitled to receive dividends, when and if declared by the Company’s board 
of directors (excluding those directors that represent Harris Bankcorp who do not vote on Series B dividends), 
equal to 8.0% per annum of the stated value of the Series B, before any dividends are declared or paid upon any 
equity securities of the Company that rank junior to the Series B with respect to payment of dividends or rights 
upon liquidation. Subject to certain limitations, these dividends may be paid either in cash or additional shares of 
our Series B, at the discretion of the Company. In addition, the holders of our Series B are entitled to share in any 
dividends paid on shares of our common stock on a pro rata basis with the holders of our common stock. 
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Dividends payable on our Series B are cumulative and will continue to accumulate daily, whether or not 
declared and paid and whether or not there are net profits legally available for the payment of dividends. Subject 
to certain exceptions, if the Company fails to pay any dividend required to be paid to the holders of the Series B, 
no dividends may be declared or paid on any common stock or other junior stock, and no redemption, or 
acquisition of our common stock may be made by the Company, until all required dividends on our Series B have 
been paid in full. 


In the event that the Company at any time elects to pay the quarterly dividend on the Series B in additional 
shares of preferred stock, any such issued preferred shares could also be converted into shares of the Company’s 
common stock, which, if such conversion were to occur, would result in additional dilution of the Company’s 
common stock. In addition, any additional shares of Series B issued would generally be entitled to all other rights 
our of the current Series B shares. 


Future Equity Financing 


If, at any time prior to December 31, 2010, the Company decides to raise equity financing (other than to 
issue shares pursuant to an employee benefit plan, an acquisition or a stock split, dividend or recapitalization), we 
must offer Harris Bankcorp the initial opportunity to provide such financing up to a principal amount of $25 
million of newly issued preferred stock. This right is only available if Harris Bankcorp, or any affiliate, holds at 
least 10% of our outstanding common stock (including shares issuable on the conversion of our Series B), and is 
subject to receipt of the approval by the board of directors and stockholders of our funds. Any newly issued 
preferred stock will have the same terms as the current Series B, except with respect to the conversion price. The 
conversion price for any new Series B will be the lower of (i) the then applicable conversion price of the Series B 
and (ii) the current average price of our common stock over the ten trading days immediately prior to the 
execution of this additional financing right. As a result, should Harris Bankcorp choose to exercise the right it 
could cause the financing to be more expensive than financing we might otherwise obtain in the absence of such 
right. 


In the event that Harris Bankcorp exercises this additional financing right and, as a result, beneficially owns 
in excess of 33% of our outstanding common stock (including shares issuable on the conversion of Series B) 
Harris Bankcorp will have the right to appoint one additional member to our Board, subject to regulatory 
considerations. If the consummation of the additional financing would result in an assignment of the investment 
advisory contracts of our clients (within the meaning of the Investment Company Act and the Investment 
Advisers Act), then the Company and Harris Bankcorp would structure the new securities to be issued (including, 
without limitation, by altering voting rights granted to Harris Bankcorp) to ensure that such an assignment will 
not occur. 


Investor Put Right and Company Call Option 


At any time after October 31, 2011, Harris Bankcorp has the right to require the Company to repurchase 
9,783 shares of the Series B for a purchase price equal to the liquidation preference of the Series B. The price 
may be payable by the Company in cash or, at the election of the Company, with two senior promissory notes of 
equal amounts with terms of one and two years, respectively, with interest payable at LIBOR plus 3.00% per 
annum. The put right is guaranteed by PNX. 


At any time prior to the exercise of the investor put right described above, the Company has the right to 
repurchase 9,783 shares of the Series B for a purchase price equal to the liquidation preference of the Series B. 
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The put right and the call option will expire should the average closing price of the Company’s common 
stock during any five consecutive trading day period exceed the conversion price per share of the Series B. The 
put right and the call option will also expire as to any shares of the Series B previously converted into Company 
common stock. 


Liquidation Preference 


Upon a liquidation of the Company, and after satisfaction of creditors and before any distribution is made to 
holders of any junior stock, holders of Series B will be entitled to receive a per share amount equal to the greater 
of (i) the stated value then in effect, plus any accumulated but unpaid dividends thereon through the date of 
liquidation, or (ii) the amount holders of Series B would be entitled to receive immediately prior to such 
liquidation if their Series B were converted into Company common stock at the conversion rate then in effect 
immediately prior to such liquidation, plus all declared accumulated but unpaid dividends on our Company 
common stock through the date of liquidation (the greater of (i) and (i1) is called the “liquidation preference’). 


Conversion 


Holders of Series B may convert any or all of their shares into shares of Company common stock at any 
time at the conversion rate set out below. In the event that the holders of a majority of the outstanding Series B 
approve a conversion of the Series B, all of the shares of Series B will be converted automatically into shares of 
Company common stock at the conversion rate set out below. 


The conversion rate for each share of Series B is currently 38.3139 shares of our common stock for each 
share of Series B. The conversion rate is subject to customary anti-dilution adjustments. In the event that the 
closing price of our common stock exceeds 175% of the then applicable conversion price for at least twenty days 
out of the previous thirty days on which our common stock has traded, we may elect to cause each share of Series 
B to be converted into shares of our common stock at the conversion rate then in effect. However, holders of 
Series B may elect to retain their shares of Series B and forfeit their right to thereafter participate in any 
dividends paid on our common stock. 


Redemption 


At any time after October 31, 2014, we will have the option, on not less than 30 days’ notice to all holders, 
to redeem all (but not less than all) of the outstanding shares of Series B for cash consideration equal to the 
liquidation preference plus all accumulated and unpaid dividends and all accrued interest at a rate of LIBOR plus 
3% per annum. At the election of the holders of a majority of the Series B, the Series B may be converted into 
shares of common stock immediately prior to any such redemption by us at the conversion rate then in effect. At 
any time after October 31, 2015, the holders of Series B will have the option to require us to redeem any or all of 
the outstanding shares of their Series B for cash consideration equal to the liquidation preference thereof plus any 
accumulated and unpaid dividends and all accrued interest thereon a rate of LIBOR plus 3% per annum. 


15. Stock-Based Compensation 


A summary of stock-based compensation expense recognized for the years ended December 31, 2009, 2008 
and 2007 is as follows: 


2009 2008 2007 


($ in thousands) 
Stock-based compensation expense ............-..-0000% $3,521 $2,468 $3,100 
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(1) Stock-based compensation in 2008 and 2007 was related to RSUs and stock options indexed to PNX common 
stock prior to the spin-off. 


As of December 31, 2009, unamortized stock-based compensation expense for outstanding restricted stock 
units (“RSUs”) and stock options was $3.1 million and $1.0 million with weighted average remaining 
amortization periods of 2.1 years and 2.2 years, respectively. The Company did not capitalize any stock-based 
compensation expenses during the years ended December 31, 2009, 2008 and 2007. 


Virtus Equity Plans 


The Company has an Omnibus Incentive and Equity Plan (the “Plan’’) under which officers, employees, 
directors and consultants may be granted equity-based awards, including RSUs, stock options and unrestricted 
shares of common stock. At December 31, 2009, 1,800,000 shares of common stock were authorized for issuance 
under the Plan, of which 913,013 remain available for issuance. Each RSU entitles the holder to one share of 
Virtus common stock when the restriction expires. RSUs generally have a term of one to three years and may be 
either time-vested or performance-contingent. Stock options generally vest over three years and have a 
contractual life of ten years. Stock options are granted with an exercise price equal to the fair market value of the 
shares at the date of grant. Prior to the spin-off, there were no Virtus RSUs or stock options outstanding. Upon 
the spin-off, all outstanding PNX stock options and RSUs held by Virtus employees were converted to Virtus 
stock options and RSUs in a manner intended to preserve the relative value of such awards. In total, 114,153 
RSU’s and 180,923 options were issued upon conversion. 


A summary of RSU activity for the year ended December 31, 2009 is as follows: 


Number 
of 

Shares 
Outstanding at December 31, 2008 ................004. 114,153 
GATE: 2 one. Pieces oa alts, oe crates titans, seeecesin ha aches camera 347,940 
Porteited: «3 ¢ jh Acces w ace een $a oe ea EE baer, oon ok (15,494) 
SSUES Es, occ oi ve dod aeceieenga ie Areck ace este hea 2 a lade ad hath Sxwdeses (22,075) 
Outstanding at December 31, 2009 .................2.4. 424,524 


(1) Represents Virtus RSUs that were converted on the date of spin-off from legacy PNX plans. 
During the year ended December 31, 2009, the Company granted 347,940 RSUs with a three year vesting 
term and an aggregate intrinsic value at the date of grant of $3.3 million. At December 31, 2009, outstanding 


RSUs have a weighted average remaining contractual life of 2.0 years. 


A summary of stock option activity for the year ended December 31, 2009 is as follows: 


Number Weighted 
of Average Exercise 
Shares Price 
Outstanding at December 31, 2008 ............. 180,923 $36.45 
Granted «de... vita teva ceed eee han 229,609 9.49 
POPCHEG! oss egcectona guna 8 84 HR Sates Re eR S (8,110) 33.56 
Outstanding at December 31,2009 .............. 402,422 $21.13 
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(1) Represents Virtus stock options that were converted on the date of spin-off from legacy PNX plans. 


During the year ended December 31, the Company granted 229,609 options with a three year vesting term 
and a weighted average fair value of $5.71. The fair value of each option grant is estimated on the date of grant 
using the Black-Scholes option-pricing model with the following assumptions: 


2009 
Expected dividend yield .......................0..000. 0.0% 
Expected: volatihity. ccc sainyenie ceeenerbas phe eee eens 62% 
Risk-free interest rate 2.0... 2... ee eee eee 2.3-2.7% 
Expected lite. 2. agacs ne nee dendsines padseveas Petes 6.5 years 


(1) The 6.5 year expected life was determined using the “simplified method” allowed under generally accepted 
accounting principles. 


A summary of stock options outstanding at December 31, 2009 is as follows: 


Options Outstanding Options Exercisable 
Average Weighted Weighted 
Number Remaining Average Number Average 
of Contractual Option of Option 
Range of Exercise Prices Shares Life Price Shares Price 
$940 =S1644 bcc dadsedawndsatiddaes bce ried ecto de 229,609 9.3 $ 9.49 —- $ — 
$24.23 —$29.81 2... ec eee eee eens 20,582 4.4 27.90 20,582 27.90 
$30°36= $34.00 ... and fou Rhee Rees ele daw he 60,970 7.8 31.21 26,240 31.10 
$37.99 — $44.59 2c cece ees 91,261 4.5 42.15 83,035 42.47 


402,422 7.7 $21.13 129,857 $37.86 


At December 31, 2009, outstanding stock options had an intrinsic value of $1.5 million. 


During the year ended December 31, 2009, 37,965 shares of common stock were granted as part of our 
directors’ annual retainer under the Plan to those non-employee members of the Company’s board of directors 
who receive compensation for his or her Board services. The Company recognized $0.5 million in stock-based 
compensation expense for the year ended December 31, 2009 in connection with these grants. 


Performance-Based RSUs 


During the year ended December 31, 2009, the Company recorded $0.6 million in stock-based 
compensation expense for performance-based awards earned by employees as part of annual and long-term 
incentive compensation plans. As of December 31, 2009, unamortized stock-based compensation expense for 
performance-based RSUs was $1.6 million with a weighted average remaining amortization period of 2.7 years. 
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Conversion of PNX Equity at Spin-Off 


At the time of the spin-off on December 31, 2008, substantially all of the Company’s outstanding stock 
options and restricted stock units were converted from PNX common stock to Virtus common stock. Each equity 
award was modified in a manner intended to preserve the economics of the original grant, including the number 
of awards and exercise price compared to the fair value of the award at the date of modification. Stock options 
for the Company’s common stock at December 31, 2008, after reflecting the impact of the conversion resulting 
from the spin-off, were as follows: 


Weighted 
Common Average 
Shares Exercise Price 
QOUISTANGING oes. aise ne Rees ede eimees bee EES 180,923 $36.45 
BXercisable> 2:5 sci occ bbe decile o¥ es Boas etweee sk 131,043 $37.79 


At December 31, 2008, 114,153 restricted stock units were outstanding, after reflecting the impact of the 
conversion resulting from the spin-off. 


The conversion of existing PNX awards was considered a modification in accordance with GAAP. As a 
result, the Company compared the fair value of each award immediately prior to the spin-off to the fair value 
immediately after the spin-off to measure incremental compensation cost, if any. The conversion did not result in 
any incremental fair value. Therefore, no stock-based compensation expense was recorded as a result of the 
modification. 


PNX Stock-Based Compensation Plans 


Prior to the spin-off, certain employees of the Company were granted RSUs of PNX stock under an 
approved PNX restricted stock unit plan. Each PNX RSU, once vested, entitled the holder to one share of PNX 
common stock when the restriction expired. The PNX RSUs were to be either time-vested or performance- 
contingent. At December 31, 2008, as a result of the spin-off, no PNX RSUs were outstanding. Additionally, 
certain employees of the Company were granted options to purchase common stock of PNX under an approved 
PNX stock option plan. These options, which were granted at various times beginning in June 2002, vested over 
a three-year period and were to terminate ten years from the date of grant. PNX options were granted with an 
exercise price equal to the fair market value of the shares at the date of grant. At December 31, 2008, as a result 
of the spin-off, no PNX options were outstanding for Virtus employees. 


Restricted Stock Units and Restricted stock 


The Company recognized compensation expense over the vesting period of the PNX RSUs, which was 
generally three years for each award. A summary of the weighted average fair value of PNX RSU and restricted 
stock grants issued for the years ended December 31, 2008 and 2007 is as follows: 


Years Ended December 31, 
2008 2007 
Grant Date Grant Date 
Sy ve . ih Svan 
PNX RSUs awarded to Company employees ....... 59,202 $11.33 324,175 $14.09 
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Stock Options 


For stock options awarded, the Company recognizes expense over the vesting period equal to their fair value 
at issuance. The Company calculated the fair value of PNX options using the Black-Scholes option valuation 
model. 


Key Assumptions Used in Valuing Each PNX-related Option: 


Years Ended December 31, 
2008 2007 
Expected term 2.6.08: 000sdeuseeidoa deere esis 6 years 10 years 
Weighted-average expected volatility ............... 42.9% 28.6% 
Weighted-average interest rate .................00.. 2.9% 4.6% 
Weighted-average common share dividend yield....... 1.4% 1.1% 


The aggregate intrinsic value of PNX options outstanding at December 31, 2008 and 2007 was $0.0 million 
and $0.2 million, respectively. 


Weighted-Average Fair Value: 


Years Ended December 31, 
2008 2007 
Common Grant Date Common Grant Date 
Shares Fair Value Shares Fair Value 
PNX options granted to Company employees ...... 191,588 $4.16 139,000 $5.77 


16. Earnings Per Share 


The following sets forth the computation of basic and diluted earnings per share for the years ended 
December 31: 


2009 2008 2007 
Net loss attributable to common stockholders (in 
thousands).2.2 ot s0 ui-teadavcasigesdass dues edd $10,244) $529,558) $(14,150) 
Weighted average shares outstanding (in thousands) — 
basic and diluted ......... 0.0.0.0. c eee eee eee 5,812 5,772 5,772 
Net loss per basic and diluted share ............... $ (1.76) $ (91.75) $ (2.45) 


For the year ended December 31, 2009, 1.7 million shares, representing the common stock equivalents of 
outstanding Series B Convertible Preferred Stock if converted at the beginning of the year, were excluded from 
the calculation of diluted earnings per share because their effect would have been anti-dilutive. For the year 
ended December 31, 2009, stock options and restricted stock units outstanding, which are summarized in Note 
15, were excluded from the calculation of diluted earnings per share because their effect would have been anti- 
dilutive. 


Following the spin-off from our former parent company, the Company had 5,772,076 common shares 
outstanding at a par value of $0.01 per share. This number of shares is being used to calculate earnings per share 


for periods prior to the spin-off. Prior to December 31, 2008, there were no stock options, restricted stock units or 
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convertible preferred stock outstanding that were convertible into Virtus shares, therefore the same number is 


being used to calculate basic earnings per share and diluted earnings per share for the years ended December 31, 
2008 and December 31, 2007. 


17. Selected Quarterly Data (Unaudited) 


2009 
Fourth Third Second First 
Quarter Quarter Quarter Quarter 
($ in thousands, except per share data) 
Revenues ........ 0... ce eee eee eee nee n ee nees $ 33,325 $ 30,395 $27,181 $ 26,251 
Operating Income (loss) ............20 0s e ee 1,292 (622) (2,822) (4,471) 
Net income (loss) attributable to common 
SLOCKHOIAERS 23 eed beled sca eere ae Gb eee 530 (788) (3,148) (6,838) 
Income (loss) per share—basic and diluted ...... $ 0.09 $ (0.14) $ (0.54) $ (1.18) 
2008 
Fourth Third Second First 
Quarter Quarter Quarter Quarter 
Revenues ...........00 cece cece eeeceeeeeees $ 34,887 $ 44,806 $48,048 $50,533 
Operating Income (loss) .............. 0020 eee (135,558) (427,816) (4,741) (13,691) 
Net loss attributable to common stockholders .... (179,681) (337,269) (3,434) (9,174) 
Loss per share—basic and diluted.............. $ (31.13) $ (58.43) $ (0.59) $ (1.59) 


18. Subsequent Event 


On March 4, 2010, the Board of Directors of the Company declared cash dividends on its Series B 
Convertible Preferred Stock for the three month periods ended December 31, 2009 of $0.9 million which the 
Company expects to pay in March of 2010. 
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 
(No. 333-15651) of Virtus Investment Partners, Inc. of our report dated March 5, 2010 relating to the 


consolidated financial statements and effectiveness of internal control over financial reporting, which appears 
this Form 10-K. 


/s/ PricewaterhouseCoopers LLP 


March 5, 2010 
Hartford, Connecticut 


Exhibit 24.1 
POWER OF ATTORNEY 


KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below hereby 
constitutes and appoints George R. Aylward, Michael A. Angerthal, and Kevin J. Carr, and each of them, his or 
her true and lawful attorneys-in-fact and agents, each acting alone, with full power of substitution and 
resubstitution, for him or her and in his or her name, place and stead, in any and all capacities, to sign an Annual 
Report on Form 10-K for the year ended December 31, 2009 for Virtus Investment Partners, Inc., and any and all 
amendments thereto, and to file the same, with all exhibits thereto, and other documents in connection therewith, 
with the Securities and Exchange Commission and NASDAQ. 


IN WITNESS WHEREOF, the undersigned have executed this Power of Attorney as of the date set forth 
below. 


Signature Capacity 


/s|_ GEORGE R. AYLWARD President, Chief Executive Officer and Director 
George R. Aylward 


/s|__ MICHAEL A. ANGERTHAL Executive Vice President, Chief Financial Officer 
Michael A. Angerthal 


/s|_ MARK C. TREANOR Director and Non-Executive Chairman 
Mark C. Treanor 


/s/_ JAMES R. BAIO Director 


James R. Baio 


/s/ SUSAN FLEMING CABRERA Director 


Susan Fleming Cabrera 


/s/_ DIANE M. COFFEY Director 
Diane M. Coffey 


/s/ HUGH M. S. MCKEE Director 
Hugh M. S. McKee 


/s/_‘TimoTHY A. HOLT Director 
Timothy A. Holt 


/s/_ Ross F. KAPPELE Director 
Ross F. Kappele 


/s/ EDWARD M. SWAN Director 
Edward M. Swan 


March 8, 2010 


Exhibit 31.1 


I, George R. Aylward, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: March 8, 2010 


/s/_ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 


Exhibit 31.2 


I, Michael A. Angerthal, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: March 8, 2010 


/s/ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Chief Financial Officer 


Exhibit 32.1 


CERTIFICATIONS OF CEO AND CFO PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with this Annual Report on Form 10-K of Virtus Investment Partners, Inc. (the “Company”’) 
for the fiscal year ended December 31, 2009, as filed with the Securities and Exchange Commission on the date 
hereof (the “Report’’), each of the undersigned officers of the Company hereby certifies, pursuant to 18 U.S.C. 
(section) 1350, as adopted pursuant to (section) 906 of the Sarbanes-Oxley Act of 2002, that to the best of his 
knowledge: 


(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934; and 


(2) The information contained in the Report fairly presents, in all material respects, the financial condition 
and results of operations of the Company. 


Dated: March 8, 2010 


/s/ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 


/s/ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Chief Financial Officer 


